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CHANGES TO THE STATUTES & REGULATIONS DURING 2008, 2009 & 2010

The official language for the statutes and regoiwtican be
found on the Legislative Research Commission’s et
www.lrc.ky.gov. A summary of the changes over the last two
years are as follows:

REGULATIONS EFFECTIVE ON 03/07/2008
201 KAR 11:170 Private school and course approval

This regulation was amended to require all preaigecourses
to include a closed-book monitored final examinatio
Students must obtain at least a 75% in order te ffa@sexam
and only one retake is permitted. Students must abw
complete, with a passing score, a project thapicable to
the course content. The implementation date fer tlew
requirements is November 1, 2008. The regulatioso al
changes the pre-license approval period to a tves-ggcle
and outlines the requirements for submitting materio the
Commission for approval.

201 KAR 11:210 Licensing, education and testing
requirements

This regulation now sets forth the requirementsefducation
documents submitted in a language other than Englisd
provides for an evaluation process for educatiompeted
outside the United States to ensure candidates tudfilked
the high school/lGED requirements outlined in KRS
324.040(3).

201 KAR 11:230 Continuing education requirements

The regulation was totally reorganized. The penfat non-
compliance is now $500.00 and the previous finéihdaency
plan opportunity was deleted. The revisions furttiarify the
course and instructor approval processes. Plsasethe
article on this page for more details about thengea to this
regulation.

201 KAR 11:240 Distance education reguirements

This is a new regulation that sets standards foordine pre-

license and continuing education courses. All sesimmust be
certified by ARELLO or IDECC for format and delixeand

the KREC will review the content. The regulatiatimes the

requirements for instructors, course layout, arel ghovider

submission and reporting responsibilities. All sumourses
require a final examination the individual mustgasorder to
receive credit for the course.

201 KAR 11:450 Broker management course

This regulation was amended to clarify the courgmrgssion
process and to increase the number of questiortbefinal
examination from 50 to 75 in accordance with therges to
201 KAR 11:170.

STATUTE EFFECTIVE ON 07/15/2008
KRS 324.235 — KRS 324.238 Commercial Law

These new statutes became effective on July 158 200l
govern how out-of-state licensees can practice oeroial
real estate brokerage in the state of Kentucky.

STATUTES EFFECTIVE ON 06/24/2009
KRS 324.010 Definitions and application

This new law (subsection 11) created a new dedimitbf a
“designated manager,” which is a licensed salescis® or
broker who manages a main or branch office.

KRS 324.111 Escrow account of broker; interest; auitt
contract deposit release; separate property managesnt
accounts

The change to this statute now requires principakdrs to
report to the Commission overdrafts of their escem@ounts
that are not corrected within 72 hours. The Corsiois now
has emergency power to address alleged escrowivimaand
can order emergency hearings.

KRS 324.141 Reciprocal licensing between states;nsent
to service of process by nonresident applicant

This is a big change in that the Commission will loager
enter into reciprocal agreements with other st&tesout-of-
state licensees who want to obtain a Kentucky $ieen
NOTE: Although the heading of this statute still says
“Reciprocal,” there are no longer any reciprocal
agreements. The Commission will now utilize license
recognition. The out-of-state licensee’s foreigemse will be
recognized and the out-of-state licensee must cetmphe
application forms, pass the state law portion efridal estate
exam and fulfill a few other requirements. In moases, this
new process will make it much easier than it haginbia the
past. A more detailed explanation can be foundeurnte
heading “Regulations Effective on 12/4/09,” whickpkins
201 KAR 11:215.

KRS 324.160 Grounds for suspension or revocation of
license; issuance of reprimand, levying of fines or
requiring further academic study

The language in this statute (subsection m) reggrdi
inducements and rebates, which became unenforceable
2005 due to an agreement between the U.S. Depdrtofien
Justice and the Kentucky Real Estate Commissios,begn
removed. Although the language had been in theites it
has not been enforced by the Commission since 2005.

KRS 324.2812 Limitation of commission’s jurisdictia

This new law clarifies that the Commission does negfulate
nor have jurisdiction over community management
associations.



KRS 324.310 Delivery of sales associate’s license t
commission when _association terminated; placing lense
in escrow with commission; and

KRS 324.312 Commission’s right for return of assoaie’s
license; sanction for failure to return

Changes to these two statutes now require prinbipders to
return licenses to the Commission within five (B)ys, when
the principal broker has received naotification franicensee
that the licensee wants to end his or her affdiatagreement.
If a principal broker does not return the licensthim five (5)
days, he or she will be in violation of KRS 324.@®0Qu). If
the principal broker is out of town, the Commissallows an
office representative to signature stamp the poiaicbroker’s
name on the back of the license. If the principaker cannot
find the license, he or she can send a letteradCtimmission
releasing the licensee with a statement that ttensie has
been lost.

REGULATION EFFECTIVE ON 10/02/09
201 KAR 11:230 Continuing Education Requirements

The Commission will now accept approved coursesim (1)
to six (6) hour increments. Prior to this charlyensees were
only allowed credit for courses in three (3) howrements.

REGULATIONS EFFECTIVE ON 12/4/09
201 KAR 11:300 Use of facsimile and electronic-mail
transmissions, electronic storage

This regulation was changed to explain the profmsgsing
and responding to documents containing electragitasures.

201 KAR 11:450 Brokerage management course

This regulation was amended and puts a one-yeérdimthe
completion of projects for passing the brokerageagament
course.

201 KAR 11:121 Improper conduct

This regulation was amended to eliminate duplieativ
information about guaranteed sales plans.

201 KAR 11:215 License Recognition; application
requirements

This is a new regulation which provides the deffaits
applying for a license under the new license reitmgnlaw.
The Commission no longer has reciprocal agreements.

REGULATION EFFECTIVE ON 2/5/10

201 KAR 11:250 Listing and purchase contracts andtber
agreements entered into by licensees; provisionsgered;
seller-initiated re-listing request disclosure form

This regulation was amended to include two newicest
(sections 6 & 7) setting out the requirements #hitensee
must meet regarding negotiating a subsequentdistin
agreement with another broker. These requirempalisde

the use of a form, which can be found on the Corsimmss
website.

STATUTE EFFECTIVE 7/15/10
KRS 324.090 Expiration of license — fine for failue to
renew on time — expired status

This statute was amended to change the statutorghvid,
2010 renewal date to a date that will be estaldighethe
Commission in a regulation.

KRS 324.112 Broker to manage certain branch offices
gualified sales associate may manage certain branch
offices — registration of branch offices — filing 6licenses —
temporary affiliation of one principal broker with _another

This amendment allows principal broker to maintioranch
office within 100 miles without a broker managimg toffice.
A branch office outside a 100-mile radius of thamuffice
will be required to have a managing broker. Asalgsociate
with two (2) years experience in the real estatrass,
averaging at least twenty (20) hours per weekvienty (24)
months prior, may manage a branch office insidéGile
radius of the main office.

KRS 324.330 Notice of change of location, firm name
surname or associate — new license

This statute was amended to state that, by prortioigaf a
regulation, licensees shall annually file theiepHone
numbers and email addresses with the Commission.

KRS 324.410 Purpose of fund

This statute was amended to state that the Conunibsis
one hundred twenty (120) DAYS AFTER THE END OF
EACH FISCAL YEAR TO MAKE THE Commission’s
Education Research and Recovery Fund Statementpubl
either through the Commission’s website or othdlipu
media.



KENTUCKY REVISED STATUTES
CHAPTER 324

324.010 Definitions and application

As used in this chapter, unless the context reguitieerwise:

(1) "Real estate brokerage" means a single, meltigr continuing act
of dealing intime shares or options, selling or offering foresal
buying or offering to buy, negotiating the purchasale, or
exchange of real estate, engaging in property meamagt, leasing
or offering to lease, renting or offering for rewt;, referring or
offering to refer for the purpose of securing pexgp, any real
estate or the improvements thereon for others forfeg,
compensation, or other valuable consideration;

(2) "Commission" means the Kentucky Real Estate @msion;

(3) "Net listing" means a listing agreement thabviules for a
stipulated net price to the owner and the excess the stipulated
net price to be received by the licensee as thedegensation or
other valuable consideration;

(4) "Principal broker" means a person licensed boker under KRS
324.046 who, in addition to performing acts of resdtate
brokerage or transactions comprehended by thatitlefi, is the
single broker responsible for the operation of thenpany with
which he or she is associated;

(5) "Real estate" means real estate in its ordinaganing and
includes timeshares, options, leaseholds, and aftiterests less
than leaseholds;

(6) "Sales associate” means any person licensed¢dardance with
KRS 324.046(2) that is affiliated with a Kentuckgensed

principal brokerand who, when engaging in real estate brokerage,

does so under the supervision of the principal @érok
(7) "Approved real estate school" means:
(@ A school that has been given a certificate pgraval by

the State Board for Proprietary Education or other
regulatory bodies that exercise jurisdiction over

accreditation and approval and the Kentucky ReshtEs
Commission. The school shall also be currently aody

standing with both the State Board for Proprietary
Education or other regulatory bodies that exercise

jurisdiction over accreditation and approval ance th
commission; or
(b) A National Association of Realtors recognizeagram

which has been reviewed by the Kentucky Real Estate

Commission and deemed an approved real estatelschoo

(8) "Accredited institution" means a college or versity accredited
by appropriately recognized educational associatimnchartered
and licensed in Kentucky that grants credits towaptogram for
either an associate, baccalaureate, graduate, ofespronal
degree;

(9) "Property management” means the overall managerof real
property for others for a fee, compensation, orepthaluable
consideration, and may include the marketing ofpprty, the
leasing of property, collecting rental paymentstba property,
payment of notes, mortgages, and other debts orpithgerty,
coordinating maintenance for the property, rentttionds and
accounting statements to the owner, and otheritesivthat the
commission may determine by administrative regoigti

(10) "Broker" means any person who is licensed un#&kS
324.046(1) and performs acts of real estate brgkera

(11) “Designated manager™ means a licensed salssciate or broker
who manages a main or branch office for the priacipoker, at
the principal broker’s direction, and has managmghority over
the activities of the sales associates at thateaffi

(12) "Regular employee" means an employee who wddts an
employer, whose total compensation is subject thheiding of
federal and state taxes and FICA payments, andredeves from
the employer a fixed salary governed by federalevggidelines
that is not affected by specific real estate tratisas;

(13)"Referral fee" means consideration of any kiaid or demanded
for the referral of a potential or actual buyerllese lessor, or
lessee of real estate;

(14) "Designated agency" means a form of agencagtiogiship that
exists when a principal broker, in accordance MRS 324.121,
identifies different licensees in the same readtesbrokerage firm
to separately represent more than one (1) parthensame real
estate transaction;

(15) "Affiliation" means the relationship agreed oup between a
licensee and a principal broker and reported toctiramission,
where the licensee places his license with thecyéh broker for
supervision of the licensee's real estate brokesafyeity;

(16) "Canceled" means the status of a license vehlcensee fails to
renew a license, writes the commission a checkefes that is not
honored, fails to re-affiliate with a principal lker, or fails to
complete requirements for continuing education;

(17) "Suspended" means the status of a license vdistiplinary

action has beerordered against a licensee that prohibits the

brokerage of real estate for a specific periodroét and

(18)"Revoked" means the status of a license whsaiglinary action
has been ordered that removes the licensee's é&ghbrity to
broker real estate for a minimum of five (5) years.

324.020 Requirement of licensing — Application ofhapter to

owner or builder-developer — prohibition against fe

splitting — Supervision of sales associates — Auttity to seek

injunctive relief

(1) It shall be unlawful for any person who is ficensed as a real
estate broker or sales associate to hold himselfootine public as
a real estate broker or sales associate or uséeamg, titles, or
abbreviations which express, infer, or imply thhe tperson is
licensed as a real estate broker or sales associate

(2) No person shall practice real estate brokerdige respect to real
estate located in this state unless:

(@) The person holds a license to practice reatedirokerage
under this chapter; or
(b) The person has complied with KRS 324.23524.338.

(3) A licensee who is an owner or a builder-devetoghall comply
with the provisions of this chapter and the adntiats/e
regulations applying to real estate brokers anessadsociates.

(4) No broker shall split fees with or compensate aagspn who is
not licensed to perform any of the acts regulatedhits chapter,
except that a broker may:

(@) Pay areferral fee to a broker licensed outsid€esftucky for
referring a client to the Kentucky broker; or

(b) Pay a commission or other compensation to a biatersed
outside of Kentucky in compliance with KRS 324.28b6
324.238.

(5) Except as authorized in KRS 324.112 (2) and KRS.4325} no
sales associate shall supervise another licendes associate or
manage a reastate brokerage office.

(6) The Kentucky Real Estate Commission may seek artdirob
injunctive relief against any unlicensed individuatting in
violation of this chapter by filing a civil actidan the Circuit Court
where the commission is located or where the unibagtivity
took place.

324.030 Exceptions to KRS 324.020

KRS 324.020(1) and (2) shall not apply to:

(1) Any person who as owner or lessor performs ahyhe acts
defined in KRS 324.010 with reference to propertyned or
leased by him or to his regular employees, wittpeet to the
property so owned or leased, if the acts are peddrin the



regular course of, or as an incident to, the mamage of the
property and the investment in it;

(2) Any person acting as attorney in fact undeuly déxecuted power
of attorney from the owner authorizing the finahsammation by
performance of any contract for the sale, leasimggxchange of
real estate;

(3) Any attorney-at-law who is performing his dgtias attorney-at-
law;

(4) Any receiver, trustee in bankruptcy, adminigtraor executor,
person selling real estate under order of any caurta trustee
acting under a trust agreement, deed of trust,ilbonthe regular
salaried employees thereof;

(5) A person engaged in property management, ipdrson:

(@) Is a regular employee of the owner or princlraker of the
company engaged in property management; or

(b) Receives as his primary compensation the useefital unit;
or

(6) A nonlicensed person under the supervision dicensed real
estate broker who contacts the public for the psepaf setting an
appointment for the broker to meet with them regpaydbuying or
selling property and giving out general public m@tion
specifically authorized by the broker.

324.040 Application for license as broker or salesssociate

(1) Every applicant for a license, whether as brokesades associate,
shall state whether the applicant has ever hadeoker's or sales
associate’s license revoked or suspended. Eveplicapt for a
license shall furnish a sworn statement settinghfbis business
and residence address.

(2) Every applicant for a broker's or sales associalieasnse shall
apply in writing upon forms prepared or furnisheg¢ the
commission. The applicant shall state the naméh@fperson or
company with which he will be associated in theitess of real
estate and the location of the place for whichlitense is desired.
The applicant also shall set forth the period wieti if any, during
which he has been engaged in the real estate lsgsine

(3) Every applicant for a license shall be at leashteign (18) years
of age and shall have attained a high school diglan its
equivalent. After an applicant passes the requieamination,
the commission shall issue a license to him.

324.045 Qualifications for license — Examination +ee —

Criminal record check

(1) Licenses shall be granted only to persons wadrastworthy and
competent to transact the business of a brokesles @ssociate in
a manner to safeguard the interest of the pubfid, enly after
satisfactory proof of qualifications has been pnésg to the
commission.

(2) In addition to proof of honesty, truthfulnessid good reputation
of any applicant for a license, each applicantlghads a written
examination conducted by the commission, or itshanged
representative. The examination shall be of these@mnd wording
sufficient in the judgment of the commission toakdish the
competency of the applicant to act as a brokealassassociate in
a manner to protect the interests of the publicwéier, an
examination shall not be required for the reneviany present or
future license, unless the license has been reyckesppended, or
is allowed to expire without renewal for a peridchwre than one
(1) year.

(3) The commission shall hold examinations at times and places it
determines, and an examination fee shall be celieiom each
applicant to defray the expenses of holding thenaxations.

(4) The commission may, by the promulgation of admiaiste
regulations, require all licensure applicants tonsiti to a criminal
record check for which the applicant shall be resjde for the
payment of any fees incurred.

(5) Applicants shall be subject to a national crimih&tory check

through the Federal Bureau of Investigation. Tppliaant shall

request the criminal history check and shall prexite applicant’s

fingerprints to either the Federal Bureau of Inigegion or the

Kentucky State Police for submission to the Fed&ualeau of

Investigation to search for information regardihg &applicant in

the National Crime Information Center or its susoesentity. The

results of the criminal history check shall be seat the
commission, and shall be sent to the applicanhatapplicant’s
request. The applicant shall:

(@) Authorize release of the results of the crirhimatory check
to the commission;

(b) Pay the actual cost of the fingerprinting anidhinal history
check, if any;

(c) Complete the criminal history check within thimety (90)
calendar days prior to the date the license agitais
received by the commission; and

(d) Complete and return to the commission withire dwundred
twenty (120) days a signed affidavit verifying thhere is
nothing on record to prohibit the applicant frogelisure.

324.046 Requirements for initial licensure

(1) Every applicant for initial licensure as a brokeals have:

(@) Successfully completed not less than twenty-q@é)
academic credit hours or the equivalent from arreatited
institution or approved real estate school. Twéll/2) hours
shall be in real estate courses, three (3) hourshath shall
be a course in broker management skills. The cosions
shall, by promulgation of administrative regulagpn
determine the required course content of brokeragement
skills courses; and

(b) Been engaged in the real estate business as aasal®sate
averaging at least twenty (20) hours per week fpetéod of
twenty-four (24) months prior to application.

(2) Every applicant for initial licensure as a satssociate shall have
successfully completed six (6) academic credit foor their
equivalent in real estate courses from an accrkdiitstitution or
approved real estate school.

(3) Proof of the academic credit hours shall beofiitial transcript
from the attended university or other documentasiatisfactory to
the commission. Proof of the requisite experienseaasales
associate shall be either a sworn notarized staiesigned by the
principal broker or principal brokers or other domntation
satisfactory to the commission. The applicant nil@yaf complaint
with the commission if the principal broker unjystiefuses to
sign the statement.

(4) The commission may reduce the two (2) year eapee
requirement for applicants for a broker's licersene (1) year, if
the applicant has an associate degree in real eesiat a
baccalaureate degree with a major or minor inestlte.

(5) Persons licensed under the real estate lavihigfstate prior to
June 19, 1976 shall not be subject to any eduddticimanges in
this chapter or subject to any continuing educatéuirements.

324.080 Form of license certificate — Delivery

The commission shall issue to each licensee adeén the form
and size prescribed by administrative regulatioonprgated by the
commission. This license shall show the name atdfess of the
licensee and, in case of a sales associate’s écshsall show the name
and business address of the principal broker. Haehse shall have
imprinted thereon the seal of the commission ankderotmatter
prescribed by administrative regulation promulgatdd; the
commission. The license of each sales associaie kst delivered or
mailed to the principal broker with whom the liceass affiliated.

324.085 Continuing education requirements — Qualifations
of instructors — administrative regulations
(1) All actively licensed agents except thosengmes exempt under



KRS 324.046(5), shall successfully complete six ¢@ssroom
hours of continuing education each year. Threeof3he six (6)
hours shall be in real estate law. The commisdiafi promulgate
administrative  regulations to establish  procedurdsr

implementing this requirement.

(2) In order to qualify to teach continuing educatioourcses, all
continuing education instructors shall maintain iaimum rating
as prescribed by the commission by the promulgatain
administrative regulations.

324.090 Expiration of license — Fine for failure tadenew on

time — Expired status

(1) Licenses shall expire annually and shall beewad each year on
the date determined by the commission by admitistra
regulation. The commission shall renew a licenge dach
ensuing year, in the absence of any reason or tomdivhich
might warrant the refusal of the granting of theetise, upon
receipt of the written request of the applicant pagiment of the
annual fees required. A new license shall be mailely if the
licensee's name, address, status, or affiliati@mgés.

(2) A fine not to exceed two hundred dollars ($260ll be assessed
for failure to renew on time before a new licerséssued. Failure
to receive a renewal form shall not constitute degaiate excuse
for failure to renew on time nor shall failure betmail.

(3) Any license not renewed at the end of the renewedr yas
prescribed by the commission shall automaticalereto expired
status. An expired license may be reactivated beidepse of one
(1) year, if delinquent fees are paid by the lieens

324.111 Escrow account of broker — Interest — Audit-
Contract deposit release — Separate property managent
accounts

(1) A principal broker shall maintain an escrow @oat or accounts,
separate from the individual or office account, which all
contract deposits and money belonging to other$ Isbaleposited
without unreasonable delay. The escrow accountdl &
maintained within the State of Kentucky and shallidtentified to
the commission in writing. Each principal brokéal advise the
commission, in writing, if any overdraft occurs the escrow
account for any reason other than service chargg#uited by the
bank, and which is not corrected within seventy-{&®) hours of
the broker receiving notice.

(2) The broker may place the deposit in an intelbesiring account or
instrument. The interest earned shall accrue t@¢nson agreed to
in writing by all parties.

(3) No checks shall be drawn against uncollectedosi¢és in the
escrow account.

(4) None of the contract deposits shall be witharawmtil the contract
has been terminated by performance, by agreementritimg
between all parties, or by order of a court of cetept
jurisdiction, except as permitted in subsectionofGhis section.

(5) Upon licensure and each renewal, the prindipaker shall sign a
permit giving the commission the permission to aadihis or her
escrow accounts.

(6) Upon being notified that one (1) or more partte a contract
intends not to perform, the broker may initiate thkease process.
The release process shall require the broker tifyradt parties at
their last known address by certified mail that teatract deposit
shall be distributed to the parties specified ia ktter unless all
parties enter into a written mutual release, oresmlone (1) or
more of the parties initiate litigation within syx{60) days of the
mailing date of the certified letter. If neither yem nor seller
initiates litigation or enters into a written reseawithin sixty (60)
days of the mailing date of the certified lettdre tbroker may
release the deposit to the party identified in deetified letter
without penalty under this section and without Idiability in the
courts of the Commonwealth of Kentucky.

(7) All principal brokers whose companies engage piroperty
management shall maintain property management atzou
separate from all other accounts or specificallgdate in all
escrow records if funds are property managememtsfun

(8) A broker or sales associate who owns rental prgsvall not be
required to use the principal broker's managemecaunt for the
rental property, unless required by the principakbr.

(9) If any licensee is alleged to have committed arroeg@ccount
violation that warrants emergency action, the cossion may

conduct and emergency hearing as authorized by KRS

324.150(1)(b).

324.112 Broker to manage certain branch offices —u@lified
sales associate may manage certain branch offices —
Registration of branch offices - Filing of licenses—
Temporary affiliation of one principal broker with another

(1) No principal broker shall maintain a branchiagfoutside a one
hundred (100) mile radius of the main office withdwaving a
broker managing the branch office.

(2) A sales associate with two (2) years experiéndie real estate
business, averaging at least twenty (20) hourswesk for a
period of twenty-four (24) months prior, may managdranch
office inside a one hundred (100) mile radius &f thain office.

(3) The principal broker shall register any bramaffice with the
commission within ten (10) days of the creationtleé branch
office.

(4) The licenses of all licensees shall be kepfilenin the office in
which they are actively engaged and affiliated.

(5) A principal broker in the process of closingeal estate brokerage
business may affiliate temporarily with anothenpipal broker if:
(@) No other licensee is affiliated with the formprincipal

broker;

(b) Both the former and the latter principal brakeepresent to
the commission that the affiliation is for the posp of
closing the former principal broker's business; and

(c) Both the former and the latter principal brokersvegi
assurances satisfactory to the commission thatonsumer
will be adversely affected by the affiliation oretlelosing of
the former principal broker's business.

324.115 Brokers required to maintain definite placeof

business — Exception for reciprocity agreements

(1) Except as provided in subsection (2) of thistisa, every broker
licensed under KRS 324.045 shall maintain a defiplace of
business in this state.

(2) A broker who is a nonresident shall not be meglto maintain an
active place of business in this state if:

(@) He or she maintains a business place in the sfeoriginal
licensure;

(b) The state of original licensure, in accordaneih its
reciprocity agreement with the commission, doesraqtire
Kentucky licensees holding licenses in that statenaintain
an office in that state; and

(c) Paragraphs (a) and (b) of this subsection do naflicowith
the commission's agreement of reciprocity with stegte of
original licensure.

324.117 Advertising - Affiliations to be listed -

Administrative regulations of commission

(1) No real estate advertising shall be intentionadligé, misleading,
or deceptive.

(2) The name of a deceased broker may remain a patteofirm
name.

(3) A sales associate may have his or her name inrthenfime after
two (2) years’ experience with the firm, averagatgeast twenty
(20) hours per week for twenty-four (24) months.



(4) Whenever any real property is listed, a licensesl shclude the
name of the real estate company listed on thedme's real estate
license or the name of the principal broker, witthowm the
licensee is affiliated in all advertisements of treted property,
regardless of who places the advertisement, urileser she is
selling, renting, leasing, or otherwise dealinghis or her own
property. If listed property is advertised by atoumer or client of
a listing licensee, the licensee shall, at a mimmprovide the
customer or client with written natification of tmequirements of
this section. The licensee shall keep in his orfifies a copy of
the notification and any other documentation tagénerated by
the licensee as proof of his or her compliance ttith section.

(5) The commission shall, by the promulgation of adsinaiive
regulations, define false, misleading, or decepsaisgeertising.

(6) The commission shall, by the promulgation of adsinaiive
regulations, define the manner in which licenseay ntilize any
Internet electronic communication for advertisingrarketing.

324.121 Designation of licensee as exclusive ageriffect of

designation — Availability of dual agency

(1) A principal broker may designate one (1) or enaffiliated
licensees to act as agent for a seller or lessahe exclusion of
all other licensees affiliated with the principabker. A principal
broker may designate one (1) or more affilidliednsees to act as
agent for a buyer or lessee, or prospective buyéessee to the
exclusion of all other licensees affiliated witketprincipal broker.
The designation procedure shall be made in writiugd
communicated to all licensees affiliated with thiangipal broker.
The designated agent shall inform and obtain theseat of the
buyer or lessee, or prospective buyer or lesséketalesignation.
The designated agent shall inform and obtain theseat of the
seller or lessor to the designation. The princlraker shall not
designate himself or herself as a designated agent.

(2) If a principal broker designates one (1) or endicensees to
represent the seller and one (1) or more othemdiges to
represent the buyer or the prospective buyer in shene
transaction, only the principal broker or a destgdamanager
working under the principal broker’s direction dHa deemed to
be a dual agent representing the seller and buyex limited
fiduciary capacity. As a dual agent, the printipeoker or
designated manager shall keep confidential infaonatlating to
either party in an individual file that shall be imained and
accessed by the principal broker or designated gearanly. As a
dual agent, the principal broker or designated menahall not
disclose to either party confidential informati@atned relative to
the other party. Except as set forth in subsedBmf this section,
this designation shall not affect the principal Keds or
designated manager’'s agency relationships in catipger sales
between consumers separately represented by rimtedi
principal brokers or designated managers.

(3) No exchange of information or knowledge betwegnamong
consumers, whether the seller, buyer, lessor, sseks and the
principal broker, the designated manager, the fanthe licensees
shall be imputed as a matter of law in any realtedransaction.

(4) Nothing in this section shall prevent a reaatsbrokerage firm or
licensee from entering into a dual agency relatigmswith
consumers in a real estate transaction.

324.141 Reciprocal licensing between state — Conteio

service of process by nonresident applicant

(PLEASE NOTE- Although the heading of this statute still says

“Reciprocal, “ the Real Estate Commission no lonhas any

reciprocal agreements — please see 201 KAR 11@1& fore

detailed explanation)

(1) (@ An individual who holds an active real estaterse issued
by another jurisdiction within the United Statesynapply for a

Kentucky license by first:

1. Completing the application forms;

2. Passing the state law portion of the licensirgnenation;
and

3. Fulfilling all other pre-license qualificatiorss outlined in
this chapter.

(b) The commission shall promulgate administratiegulations
in accordance with KRS Chapter 13A to establish the
procedures for implementing paragraph (a) of thisssction.

(2) All individuals who have held a real estate liceriseanother
jurisdiction, whether the license is currently aetior canceled,
shall be required to furnish, as part of his or &gplication for a
Kentucky license, a certification of good standiiggued by the
jurisdiction. The document shall include the indual’s license
history and any disciplinary information availabfeom that
jurisdiction.

(3) Every nonresident applicant shall file an irrevdealtonsent
stating that legal actions may be commenced ag#irsapplicant
in the proper court of any county of this statevimch a cause of
action may arise in which the plaintiff may resithy, the service
of any process or pleading authorized by the lafathie state on
the commission, the consent stipulating and aggetfiat service
of process of pleadings on the commission shathken and held
in all courts to be as valid and binding as if srhad been made
upon the applicant in the State of Kentucky. Ampgess or
pleadings served upon the commission shall be bylichie
copies, one (1) of which shall be filed in the offi of the
commission and the other immediately forwarded leytifeed
mail, return receipt requested, to the main offitehe applicant
against which the process or pleadings are directed

324.142 Promotion of sales in Kentucky of propertyocated
outside state

Any licensee who engages in promotional activities this
Commonwealth for property located outside of thisntthonwealth
shall first apply to the commission for its apprblvafore so doing, and
shall comply with administrative regulations, regtons, and
conditions the commission may impose as well aseharovisions set

forth in this chapter.

324.150 Investigation of licensee — Disciplinary #on
against licensee — investigative powers of commigsi —
emergency hearings
(1) (@ The commission or its staff may on its nounitiative
investigate the actions of any licensee or anygreveho acts
in that capacity. On the verified written complaioit any
person, the commission shall investigate the astimihany
person who assumes to act in that capacity, ittmaplaint,
together with any evidence presented in connegctiith it,
alleges a prima facie case that a violation setioutRS
324.160 has been committed. After the investigatitme
commission may order a hearing and, in appropcates,
take disciplinary action against any licensee whéound in
violation of KRS 324.160.
(b) The commission may conduct an emergency heatimgn
alleged escrow account violations warrant emergemtipn.
The commission shall promulgate administrative k&iipns
to describe the specific circumstances and allegathat
authorize emergency action. The emergency heahalj be
conducted in accordance with KRS Chapter 13B, eslates
to emergency orders and emergency hearings.
(2) To investigate allegations of practices viaigtihe provisions of
this chapter, the commission may:
(@) Issue subpoenas to compel attendance of wisemsd the
production of books, papers, documents or othetende;
(b) Administer oaths;
(c) Review evidence;



(d) Enter the office or branch office of any pripai broker for
the purpose of inspecting all documents required thxy
commission to be maintained in the principal brekeffice
or branch office which relate to the allegationspodctices
violating the provisions of this chapter;

(e) Examine witnesses; and

(f) Pay appropriate witness fees.

324.151 Complaints — Answers

(1) All complaints against licensees shall be suttati to the
commission on forms furnished by the commission.e Th
complaint shall state facts which, if true, woulzhstitute a prima
facie case that the licensee has violated the gims of KRS
324.160. If the complaint does not constitute anprifacie case,
the commission shall allow the complainant ten {d#&)ys to revise
and supplement the complaint in order to cure afed. If the
complainant fails to respond within ten (10) daysfdhe revised
and supplemented complaint does not constituténaafacie case
that the licensee has violated the provisions 05K3R4.160, the
commission shall dismiss the matter without reqgijthe licensee
to file or serve a response.

(2) If the complaint constitutes a prima facie cts# a licensee has
violated the provisions of KRS 324.160, a copyhef tomplaint,
exhibits attached thereto, and any subsequentipgsmdshall be
served on the licensee, by the commission, atitemdee's last
known address and shall show certification thatetheas been
service by writing to the last known address.

(3) If the commission serves the complaint upoe licensee, the
licensee shall file with the commission an answethe complaint,
properly notarized, on forms secured from commissidfices.
The answer shall be returned to the commissioninvitiventy
(20) days. The licensee shall deliver to the compla at his or
her last known address a copy of the answer, eshditached
thereto, and any subsequent pleadings. All fuppheadings in the
matter filed with the commission by either partylslshow that a
copy has been furnished to the opposing party digga

(4) If any licensee is alleged to have committedeanorow account
violation that warrants emergency action, the cossion may
conduct an emergency hearing as authorized KRS.3QdL)(b).

324.160 Sanctions — grounds for sanctions

(1) The commission may order any or all of thedwiing sanctions
for violation of subsections (4) to (7) of this Sen:

(@) Suspension of any license;

(b) Revocation of any license;

(c) Levy of fines not to exceed one thousand deli{$1,000);

(d) Placing of any licensee on probation for a periédip to
twelve (12) months;

(e) Requiring successful completion of academiditteours or
additional credit hours in real estate courses fram
accredited institution or approved real estate siloy

(f) Issuing a formal or informal reprimand.

(2) A canceled license may be renewed if the lieenpays all
necessary fees and meets all other active licensg@rements
within one (1) year of the cancellation date. Neefisee whose
license is canceled shall engage in real estatetage during the
period of cancellation or receive any compensatioreal estate
brokerage unless the compensation was earned fwiothe
effective date of the cancellation.

(3) No licensee whose license is suspended shgdlgenin real estate
brokerage or receive any compensation for reakee$teokerage
unless the compensation was earned prior to theess®n
period.

(4) The commission shall impose sanctions setroatibsection (1) of
this section against a licensee for:

(@) Obtaining a license through false or fraudulent
representation;

(b)

(©
(d)

(e)

®

)

(h)

@
)

(k)

o

(m)
(n)

(0)

)
(@

Making any substantial misrepresentation orlingi to
disclose known defects which substantially affbetvalue of
the property;

Making any false promises of a character likelynfluence,

persuade, or induce;

Pursuing a continued and flagrant course ofepigsentation

or making false promises through agents or advegtisr

otherwise;

Acting for more than one (1) party in a trarigac without

the knowledge of all parties for whom the licenaets;

1. A real estate licensee shall not directly oiiriectly buy
property listed with him or her or with the broksith
whom the licensee is affiliated, nor acquire areriest
therein, without first indicating in writing on thadfer to
purchase his or her status as a licensee;

2. Before a licensee becomes a party to a contmact
purchase real property, the licensee shall disdhis®r
her status as a licensee to all parties to theaeion, in
writing, on the sales contract or on the offer toghase;

3. Before a licensee sells, or receives compemsdtio
property in which the licensee owns an interesg th
licensee shall disclose, in writin@ny interest in the
property to all parties to the transaction;

Accepting valuable consideration for the penfance of any

of the acts specified in this chapter, from anysper except

from his or her principal broker in accordance with
compensation agreement between them. When actiragn as
agent in the management of property, a real efitansee
shall not accept any commission, rebate, or profit
expenditures made for a client without the full Wwhedge
and consent of the client;

Representing or attempting to represent a lorotteer than a

principal broker, without the express knowledge andsent

of the principal broker with whom the licenseefi#liated;

Failing to account for or remit, within a reasble time, any

money belonging to others that comes into the eefs

possession. When acting as a property managelicémsee
shall render an accounting and remit all moneysigcor her
client strictly in accordance with the contraceafployment;

Paying valuable consideration to any person dervices

performed in violation of this chapter;

Entering a plea of guilty or an "Alford" plea,tor having

been found guilty of, or having been convictedaofelony or

of a misdemeanor involving sexual misconduct theetifor
appeal has lapsed or the judgment or conviction been
affrmed on appeal, irrespective of an order granti
probation following the conviction suspending thgosition
of sentence;

Failing to report a conviction, plea of guiltgr an "Alford"

plea to a felony or a misdemeanor involving sexual

misconduct to the commission;

Soliciting, selling, or offering for sale real prenty under a

scheme or program that constitutes a lottery, cbnter

deceptive practice;

Acting in the dual capacity of licensee and undiset

principal in any real estate transaction;

Guaranteeing, authorizing, or permitting a persan t

guarantee that future profits shall result fronesate of real

property;

Negotiating or attempting to negotiate the salechange,

lease, or rental of real property, or attemptingotdain a

brokerage agreement with a consumer knowing that th

consumer had a written outstanding contract grgntin
exclusive agency with another real estate broker;

Publishing or circulating an unjustified or uananted threat

of legal proceedings or other action;

Failing or refusing on demand to furnish copies a



document pertaining to a transaction dealing wéthl estate
to a person whose signature is affixed to the decum

() Failing, within a reasonable time, to provideformation
requested by the commission as a result of a foronal
informal complaint to the commission which may rate a
violation of this chapter;

(s) Paying valuable consideration to any persorttfername of
potential sellers or buyers, except as otherwiswiged in
KRS 324.020 (4);

(t) Violating any of the provisions in this chaptar any lawful
order, rule, or administrative regulation madessued under
the provisions of this chapter;

(u) Any other conduct that constitutes impropeautfulent, or
dishonest dealing; or

(v) Gross negligence.

(5) Any conduct constituting a violation of the leeal Fair Housing
Act including use of scare tactics or blockbustirghall be
considered improper conduct as referred to in siose(4)(u) of
this section.

(6) No unlawful act or violation of any provisiorf this chapter by
any affiliated licensee of the principal broker Ishee cause for
holding the principal broker primarily liable, uskethe broker has
knowledge of the unlawful violation and did not yeat it. The
principal broker and his or her designated mana§emy, shall
exercise adequate supervision over the activitiesliaensed
affiliates and all company employees to ensure ¥i@ations of
this chapter do not occur. The failure of a bradkehis designated
manager to exercise adequate supervision of taeded affiliates
shall constitute a violation of this chapter.

(7) The practice of obtaining, negotiating, or aip¢ing to negotiate
"net listings" shall be considered improper dealing

324.162 Agent’s duty to disclose

An agent licensed under this chapter representipgrty in the
sale, leasing, or exchange of real property shallehno affirmative
duty to disclose to any person who acquires, byuntary or
involuntary transfer, a legal or equitable inter@streal property,
including any leasehold or security interest for abligation,
information not required by this chapter or apdieafederal law.

324.165 Prohibited business practices — Penalties
(1) No person shall:

(a) Solicit or request a referral fee from a restate licensee
unless that person introduced the business todhleestate
licensee from whom the referral fee is sought and
contractual referral fee relationship exists betwie person
and the real estate licensee; or

(b) Threaten to reduce or withhold employee reiocabenefits
or to take other action adverse to the interese dfent of a
real estate licensee because of an agency relajions

(2) No real estate licensee, relocation firm, omfiwith a corporate
relocation policy or benefits, or anyone on beladléiny licensee
or firm, shall counsel a client of another realatsstlicensee
regarding the manner in which the client may teaténor amend
an existing listing contract, buyer agency agred¢men other
agency relationship. Communicating corporate reionapolicy

or benefits to aransferring employee shall not be considered a

violation of this section, as long as the commutidcadoes not
involve advice or encouragement regarding the nramevhich
the client may terminate or amend an existing ageslationship.

(3) Violation of this section by a broker or salssociate shall be
considered improper conduct as referred to in KR& 160 (4)(u).
Violation of this section by unlicensed personslisha subject to
the penalties in KRS 324.990.

324.170 Hearing to precede any disciplinary actior Notice

— Conduct of hearing

(1) The commission shall, before denying an appbtioafor license or
before ordering any disciplinary action againsicarisee, order a
hearing. The hearing shall be conducted in accaearith the
provisions of KRS Chapter 13B. If the applicantlioensee is a
sales associate, the commission shall also noliéy grincipal
broker of the hearing by mailing notice by certfieail, return
receipt requested, to the broker's last known lessimddress. The
commission shall order the presence of the primdipaker or his
or her designated representative at the hearing.

(2) All hearings shall be conducted by a quorum ofdb@mission or
by a hearing officer appointed by the commissioreatihg
officers shall not order any disciplinary actioraargt a licensee.
The function of hearing officers appointed to coctdbearings
shall be to preside at the hearing and to prepasc@mmended
order to be submitted to the commission.

(3) If any licensee is alleged to have committed arrosg@ccount
violation that warrants emergency action, the cossion may
conduct an emergency hearing as authorized by stitnseKRS
324.150(1)(b).

324.200 Hearing — Denial of license or any other sttiplinary

action — Appeal — Stay of judgment pending appeal

(1) If the commission determines after a hearing thgtapplicant is
not entitled to receive a license, a license shailbe granted to
the applicant, and if the commission determinesradt hearing
that any licensee has violated any of the provisiofithis chapter,
the disciplinary measures in KRS 324.160(1) magpioered.

(2) Any party aggrieved by the action of the commissimmefusing
to grant a license or in ordering any disciplinacgion may appeal
to the Circuit Court where the licensee has hiagipial place of
business or where the applicant resides in accoedaith KRS
Chapter 13B. Disciplinary action imposed by the pussion
shall be automatically stayed during the penderignoappeal to
a circuit or appellate court, unless otherwisedatid in the final
order of the commission.

324.220 No other license to be issued for five ysaafter
revocation

No person who has had a broker's or sales asseclatense
revoked shall be issued another license for fiyeyéars from the date
of revocation. All persons seeking issuance of lagolicense after the
five (5) year period of revocation may do so onfythee discretion of
the commission and shall retake the appropriatensation and meet
all of the contemporary licensing requirements.

324.230 Revocation or suspension of principal broks
license renders inactive the license of person assated with
broker

The revocation or suspension of a principal brgkkcense shall
automatically render inactive every license grarttedgny person by
virtue of association with the principal broker vgeolicense has been
revoked or suspended, pending a change of printipeder and the
issuance of a new license. Such new license skalsdued without
charge, if granted during the same year in whiah dhginal license
was granted.

Commercial Real Estate Brokerage
324.235 Definitions for KRS 324.235 to 324.238.
As used in KRS 324.235 to 324.238, unless the gbméguires
otherwise:
(1) (a) "Commercial real estate" means any paofeteal estate
located in this state that is:
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1. Lawfully used primarily for sales, retail, whshle,
office, research, institutional, warehouse, macitufang,
or industrial purposes;

2.  Lawfully used primarily for multifamily residéal
purposes involving five (5) or more dwelling units

3. Zoned for a business or commercial use by anjig
unit acting pursuant to KRS Chapter 100.

(b) "Commercial real estate" does not include Isiigmily
residential units such as condominiums,
manufactured homes, or homes or lots in a subdiviginen
sold, or residential units otherwise conveyed ouand-by-
unit basis, even if those units are a part of gdabuilding or
parcel of real estate containing more than fouré4)dential
units;

"Cooperation agreement" means a written cddmage, referral,

affiliation, or other agreement or arrangement leetwan out-of-

state principal broker and a Kentucky cooperatirakér;

"Kentucky cooperating broker" means a principaker licensed

under this chapter who has entered into a writteaperation

agreement with an out-of-state principal broker;

"Out-of-state principal broker" means an indial who is

licensed as a real estate broker in a jurisdictather than

Kentucky, and who is the designated broker with mrtame (1) or

more out-of-state licensees are affiliated or aased; and

"Out-of-state licensee" means an individuabws licensed as a

real estate broker or real estate sales associatejurisdiction

other than Kentucky, and who is affiliated or assmd with an
out-of-state principal broker.

324.236 Engaging in commercial real estate brokeragby
out-of-state principal broker and out-of-state licaasee.

An out-of-state principal broker and his or her -ofistate

licensee, for or in the expectation of a fee, cossibin, compensation,
or other valuable consideration, may engage in estdte brokerage
with respect to commercial real estate if the rezmaents of this section
are satisfied:

@
@

©)

The out-of-state licensee shall be licenseti wnd work under the

direct supervision of the out-of-state principadker;

The out-of-state principal broker shall enteto a written

cooperation agreement with the Kentucky cooperatiradker that

shall include but not be limited to the following:

(@) The terms of cooperation and compensation deivthe out-
of-state principal broker and the Kentucky coopatat
broker;

(b) A description of the parties, the commerciahlrestate, or
other information sufficient to identify the spécif
transactions governed by the cooperation agreerardt;

(c) The effective date and a definite terminatidate of the
cooperation agreement; and

Regarding transactions that fall within theope of the

cooperation agreement specified in subsection f{2his section,

the out-of-state principal broker and the out-afaticensee shall:

(@) Work in cooperation with a Kentucky coopergtbroker;

(b) Furnish the Kentucky cooperating broker witbcgy of the
out-of-state principal broker's and out-of-stateetisee's
current real estate license from the jurisdictiérhis or her
primary place of business;

(c) Limit acts of real estate brokerage to comia¢neal estate
transactions referenced in the cooperation agreemen

(d) Only list commercial real estate located iis thtate for sale,
lease, or exchange if the real estate is co-listitth the
Kentucky cooperating broker;

(e) Be prohibited from holding escrow funds, ségudeposits,
or other moneys in escrow or other accounts locateside
this state;

townhouses,

®
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(k)
o

Promptly provide the Kentucky cooperating beokwith

relevant documentation relating to the specifiagetion or

transactions governed by the cooperation agreement;

Keep the Kentucky cooperating broker fullyarrhed of all

activities through prompt communications;

Perform all actions under the direct supeovisand control

of the Kentucky cooperating broker;

List his or her individual name, firm name, @oth in

advertising for commercial real estate transactmmy if the

advertising:

1. Includes with equal prominence the same idgntf
information for the Kentucky cooperating broker dnisl
or her relevant licensees, except that, with respec
multistate portfolio listings, only the name omiirof the
Kentucky cooperating broker printed in legible type
shall be mandatory, with no requirement concerning
prominence; and

2. Otherwise complies with the requirements of this
chapter;

Comply with and be bound by and subject to Keky law
and the regulations of the commission, including hat
limited to KRS 324.235 to 324.238;

Not engage in improper conduct as set out iRSK
324.160(4); and

File with the Kentucky cooperating broker audr and
complete notice of affiliation in compliance with RS
324.327.

324.237 Notice of affiliation with Kentucky cooperéing

broker required.

(1) A notice of affiliation required under KRS 3236(3)(l) shall be
filed with the Kentucky cooperating broker and shatlude the
following:

@

(b)

(©

(d)

(e)

®

The name, firm name, firm address, firm teteph number,
and real estate license number of the Kentucky exading
broker;

The name, firm name, firm address, firm tetapd number,

address for service of process, and current reatecbcense

numbers and jurisdictions of licensure of both dheof-state
principal broker and out-of-state licensee;

The effective date and a definite terminatidate of the

corresponding cooperation agreement between théublen

cooperating broker and the out-of-state principakér;

An agreement that the out-of-state principalkbr and out-

of-state licensee shall:

1. Each comply with and be subject to KRS 324.885
324.238, Kentucky law, and administrative regulagio
promulgated by the commission;

2.  Not engage in improper conduct as set out inSKR
324.160(4); and

3. Ensure that all documentation pertaining togeations
falling within the scope of the cooperation agreetme
complies with Kentucky law;

The irrevocable consent of the out-of-stat@qgypal broker

and out-of-state licensee that legal actions may be

commenced against them in the proper court of anyty in

this state in which a cause of action may arisia erhich the

plaintiff may reside, by the service of process the

Kentucky Secretary of State pursuant to KRS 454.2h@

stipulating and agreeing that service of process tlom

Kentucky Secretary of State shall be taken and heldll

courts to be as valid and binding as if service heeh made

upon the out-of-state principal broker and outtofes
licensee in this state;

A statement that the out-of-state principadkar and out-of-

state licensee are trustworthy and competent tosaet



business in a manner to safeguard the interedtsegbublic,

and that during the five (5) year period prior e ffiling of

the notice of affiliation:

1. No state has revoked the real estate licenfeeadut-of-
state principal broker or out-of-state licenseespant to
a disciplinary action; and

2. Neither the out-of-state principal broker nloe but-of-

state licensee has been convicted of a felony yn an

jurisdiction; and
(g) A statement that the out-of-state principalkar and out-of-
state licensee each consent to any criminal recohggk

undertaken by the commission in connection with any

investigation pursuant to KRS 324.150.

(2) A notice of affiliation shall be true and coref@ and shall be
signed or otherwise authenticated under penaltpdi the out-
of-state principal broker and out-of-state licensee

(3) An out-of-state principal broker and out-oftetdicensee may
enter into cooperation agreements and notices fibiaabn with
respect to more than one (1) Kentucky cooperatiogds.

324.238 Compliance with KRS 324.160(4) and 324.285324.238 —

Sanctions and penalties.

For purposes of KRS 324.235 to 324.238:

(1) A person licensed in a jurisdiction where thés not a legal
distinction between a real estate principal braked a real estate
broker or salesperson shall satisfy the requiresnehtan out-of-
state principal broker;

(2) Preliminary exchanges of information and miatsr discussions,
and investment or other advice pertaining to concrakrmreal
estate shall not constitute acts of real estatkebage by out-of-
state principal brokers or out-of-state licensees;

(3) If any change in circumstances prevents camnpk by the out-of-
state principal broker or out-of-state licenseat therson shall
immediately cease and desist from performing attea estate
brokerage with respect to commercial real estate; a

(4) The commission may impose one (1) or morehef following
sanctions or penalties against an out-of-stateciméh broker or an
out-of-state licensee for failure to substantia@mply with KRS
324.235 to 324.238 or for engaging in improper canas set out
in KRS 324.160(4):

(@) Levy fines not to exceed one thousand do(fitsD00);

(b) Issue a formal or informal reprimand;

(c) Report misconduct to the licensing authoritaoy state;

(d) Revoke or suspend the authority of the oustafe principal
broker or out-of-state licensee to perform actseafl estate
brokerage with respect to commercial real estate;

(e) Publish and maintain a public registry of aanctions or
penalties imposed pursuant to this subsection; and

(f) Report suspected violations of KRS Chapter 5@3the
Commonwealth's attorney of the county in which difice
of the commission is located.

Kentucky Revised Statutes Continued

324.281 Kentucky Real Estate Commission — Members —

Terms — Vacancies — Duties — Mandatory continuing

education

(1) There is hereby created the Kentucky Real Estatanassion.
The Governor shall appoint five (5) persons, astidaur (4) of
whom, immediately prior to the date of their appoiant have
been residents of the state for ten (10) yearsvarase vocation
for a period of at least ten (10) years shall hbgen that of an
active real estate licensee. One (1) member sleah bitizen at
large who is not associated with or financiallyergsted in the
practice or business regulated. The term of the lmeesnof the
commission shall be for four (4) years and untdittsuccessors
are appointed and qualify, except as provided imssctions (2)
and (3) of this section.

(2) All appointments shall be for the specified fout} year term. No
person appointed after July 14, 2000 shall serveerti@n two (2)
consecutive terms.

(3) For each appointment or vacancy, the Kentucky Aatoo of
Realtors shall supply a list of not less than th{@enames of
licensees to the Governor each year from whiclbtbker or sales
associate appointments shall be made. The Goverayr fill
vacancies arising in the middle of the year fromsthremaining
on the list or from a new list supplied by the asation.

(4) There shall not be more than three (3) of any drepflitical
party serving on the commission at the same tinppoktees to
fill vacancies shall be appointed for the unexpiesah.

(5) It shall be the duty of the commission to promudgat
administrative regulations; to hold disciplinary ahiegs
concerning matters in controversy as provided lxy ¢thapter; to
conduct examinations for applicants eligible unihés chapter or
alternatively to contract with an entity to condegaminations; to
conduct necessary educational seminars and coutisested
toward continuing education within the real estdid; to
investigate or cause to be investigated any irgggids in
violation of this chapter or the promulgated andhatized
administrative regulations of the commission; tatipgpate with
any other agency of the Commonwealth or the autbdragency
of another state for the betterment or improvemehtthe
administration of the statutes or administrativegutations
governing this commission. Any action taken by tloenmission
under this subsection shall be appealable as hee attions of the
commission under this chapter.

(6) The commission, at its discretion, may use the sumecessary to
purchase liability insurance for members and exeeufficers of
the commission, inspectors, and for members of sheff
exempted from classified service of the state by5KIBA.115.

(7) The commission shall require all actively-licensagkents, except
for those agents who were licensed prior to June1®96, to
successfully complete mandatory continuing edupates a
condition of license renewal.

(8) The commission shall, by the promulgation of adsinaiive
regulations, develop a review process by which inairg
education courses may be approved for credit. Asligat may
seek the commission's approval for credit for cesirqot
previously approved by the commission by submittudficient
information describing the course to the commiss$areview.

324.2811 Automatic removal of member from commissio
A member shall be automatically removed from thengussion

and a vacancy shall be created if:

(1) A licensee of the commission ceases to be &ebror sales
associate;

(2) A consumer member of the commission acquird&cense or
financial interest in the practice of real estate;

(3) A member enters a plea of guilty to, or hasnbieeind guilty of, a
felony in which fraud is an essential element oratyy crime
involving moral turpitude and the time for appeattapsed or the
judgment or conviction has been affirmed on appaal;

(4) A member ceases to be a bona fide resident of this

Commonwealth.

324.2812 Limitation of commission’s jurisdiction

Nothing in this chapter or the administrative fegons
promulgated under the authority of this chapterliskatend the
jurisdiction of the Kentucky Real Estate Commissioncommunity
association managers and the management or busictagtes of not-
for-profit community associations, which includesowhhouse,
condominium, homeowner, or neighborhood associgstion



324.282 Election of chairperson — Rules and reguians

The commission, immediately upon qualification bé& tmember
appointed in each year, shall organize by seledtimg its members a
chairperson. The commission shall promulgate adsmative
regulations in accordance with KRS Chapter 13A trisl chapter to
effectively carry out and enforce the provisiongto$ chapter, but the
commission shall not promulgate any administratiegulation which
in any way fixes prices, establishes fees, or #etsrate at which
licensees are compensated.

324.283 Compensation of commission members

Each member of the commission shall receive aspeosation
fifteen thousand dollars ($15,000) per annum andah@nd necessary
expenses incurred in the performance of dutiesiméng to the office.

324.284 Employees — Office — Equipment and supplies

The commission shall employ, and at its pleasusehdrge, a
secretary, and such clerks and assistants astshdikemed necessary
to discharge the duties imposed by the provisidnihie chapter, and
shall outline their duties and fix their compensatisubject to the
general laws of the state. The commission shakiobsuch office
space, furniture, stationary, fuel, light, and otheoper conveniences,
as shall be reasonable necessary for carryingheuprovisions of this
chapter.

324.285 Seal — Records

The commission shall adopt a seal with the defigrcommission
prescribes engraved thereon, by which it shall enttbate its
proceedings. All records kept in the office of tmnmission under the
authority of this chapter shall be open to pubfispiection under the
administrative regulations as shall be prescribethb commission.

324.286 Disposition of fees — Payment of expenses

Except for the fees and charges paid by the lmendo the
commission and deposited in the real estate eduatesearch and
recovery fund, all fees and charges collected kycttmmission under
the provisions of this chapter shall be paid ifte general fund in the
State Treasury. All expenses incurred by the casion under the
provisions of this chapter, including compensaticdos members,
secretaries, clerks, and assistants, except thqemses designated for
payment out of the real estate education, reseamdhrecovery fund,
shall be paid out of the general fund in the Sfateasury upon
warrants of the director of finance as warrantsegalty are required to
be drawn by the statutes governing such respecffices from time to
time, when vouchers therefor are exhibited and @apmat by the
commission; provided, that the total expense fergpurpose incurred
shall not exceed the total fees, charges, fines mamlties imposed
under the provisions of this chapter and paid th® State Treasury.
All expenses incurred by the commission and desgghfor payment
out of the real estate education, research and/eegdund, including
payments to aggrieved parties and the expensesrofig on the
educational and research requirements of KRS 304 ¢Hall be paid
out of the real estate education, research and/eegdund in the same
manner as required in this section for paymentbthe general fund;
provided, that the total expenses and payment farye purpose
incurred and designated for payment out of the estdte education,
research and recovery fund shall not exceed tla fisets, charges and
interest received by the commission and paid ifte teal estate
education, research and recovery fund of the Statasury.

324.287 Fees

The commission shall set, charge, and collectdhewing fees:

(1) Examination fee, not to exceed one hundred do{&i80).

(2) Broker's and sales associate's original licenserfeeto exceed
thirty dollars ($30).

(3) Broker's and sales associate's renewal fee, nexd¢eed thirty

11

dollars ($30).

Transfer from one (1) principal broker to anothast to exceed
ten dollars ($10).

Certification of status with the commission, teflas ($10).
Request for any change, not to exceed ten doBd@)(

Recovery fund, not to exceed thirty dollars ($30).

Broker's and associate's applicant license crimisabrd check
fee, not to exceed thirty dollars ($30).

4
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324.288 Affiliation fee

No affiliation fee shall be charged in any yearatdicensee. As
used in this section, "affiliation fee" means ameg for compensation
paid by a licensee, to any person, for the prigleflisting his license
with a particular principal broker, in records sutied to the
commission.

324.310 Delivery of sales associate’s license tannission
when association terminated — Placing license in@sw with
the commission
(1) If any sales associate is discharged or terendis or her
association with the principal broker, it shall the duty of the
broker to immediately deliver or mail to the comsiis the sales
associate's license in a manner that complies MRS 324.312,
along with the release statement signed by thecipiah broker.
The broker shall, at the time of mailing the sassociate's license
to the commission, address a communication to aise known
residence address of the sales associate, whidh ashase the
sales associate that his or her license has béieerdd or mailed
to the commission. A copy of the communication he tales
associate shall accompany the license when maildeélivered to
the commission. It shall be unlawful for any sadesociate to
perform any of the acts contemplated by this chagiéher
directly or indirectly under authority of the sal@ssociate’s
license from and after the date of receipt of thenise from the
broker by the commission.

A licensee may place his or her license in @scwith the

commission provided that:

(&) The licensee does not engage in any real eataitéty for
others during the term of escrow of the licensel, an

(b) The licensee pays the annual license reneves fer each
year the license is in escrow.

(4) At the request of the licensee, upon the meetingeqfiirements
applicable to active licensees and completion bfcahtinuing
education requirements, a license placed in escsball be
automatically converted to an active license upayneent of the
established change fee.

@

324.312 Commission’s right for return of associate’ license

— Sanction for failure to return

Q) A principal broker shall return an associat&ense to the

commission immediately:

(@) Upon the written termination of the associati@tween
the broker and the associate; or

(b) At any time upon the commission’s request.

If a principal broker fails to return a licendg®e the

commission as required by subsection (1) of thistice

within five (5) business days, the commission shalisider

the license as released, and the principal brokall e in

violation of subsection of KRS 324.160(4)(u).

@

324.330 Notice of change of location, firm name, suame, or

associate — New license

(1) Notice in writing shall be given to the commissitwy each
licensee of any change of principal business looata change of
firm name, sales associate’s transfer from oneiihyipal broker
to another, or a change of surname. The commissiah issue a



@
©)
4

new license for the unexpired period and shall ghdhe fee as
provided in KRS 324.287(6) for effecting the change its

records. This section shall apply to both brokersl sales
associates.

The commission shall be notified in writing of aadge of

residence address within ten (10) days.

A fee shall be assessed for certification of anlse’s status with
the commission.

The commission shall, by the promulgation of adsthaitive

regulations, require all licensees to file with tt@mmission, at
annual renewal, their telephone numbers and, ificgdpe, their

electronic mail addresses.

324.360 Form for seller’s disclosure of conditions

@
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This section shall apply to sales and purch&sasving single-
family residential real estate dwellings if any gmr licensed
under this chapter receives compensation.

The commission shall promulgate an administeatiegulation
authorizing a "seller's disclosure of conditionsid'

The form shall provide for disclosure by thellese of the
following:

(@) Basement condition and whether it leaks;

(b) Roof condition and whether it leaks;

(c) Source and condition of water supply;

(d) Source and condition of sewage service;

(e) Working condition of component systems; and

(f) Other matters the commission deems appropriate.

The seller of the property shall complete aigth $he form at the
time he or she executes any listing agreementatasiagreement
by which a licensee intends to market the propektgopy of the
form shall be provided by the listing agent to gmpspective
buyer or a buyer's authorized representative upqoest. A copy
of the form shall be delivered by the listing agednt any
prospective purchaser or his representative wiementy-two
(72) hours of the listing agent's receipt of a teritand signed
offer to purchase. The listing agent shall soticé signature of the
buyer on a copy of the form which the listing agsmall retain in
the principal broker's records. The signature skaitlence the
listing agent's compliance with the provisions bfst section.
Should the buyer refuse to sign the form, the Beenshall record
the buyer's refusal to sign on the form and retaicopy in his
principal broker's records.

If the subject property is offered for sale thg property's owner
without a listing agreement, any licensee involved the
transaction shall provide a blank form to the prope owner and
shall request that the property's owner completesign the form.
If the property's owner completes and signs themfdhe licensee
shall deliver the form to the buyer or potential/@unot later than
one hundred twenty (120) hours after the creatidnaoy
executory contract for sale of the property. Theerdisee shall
solicit the signature of the buyer on a copy of foem as
delivered to the buyer or prospective buyer andl sktain the
copy in his or her principal broker's records. Bignature of the
buyer or prospective buyer shall evidence the niistagent's
compliance with the provisions of this section. @Hothe buyer
refuse to sign the form, the licensee shall retioedbuyer's refusal
to sign on the form and retain a copy in his or pancipal
broker's records.

The original of the form shall be retained b fisting broker or
by the broker of any licensee who presents an offea property
not subject to a listing agreement.

The form shall not be required for residenparchases of new
homes if a warranty is offered, for a sale of reatate at an
auction, or for a court supervised foreclosure.

If the seller refuses to complete and signfeien, his refusal shall
be communicated in writing by the broker or salesoaiate who
is involved in the transaction to the purchaserpoospective
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purchaser, without unreasonable delay.

It shall be a violation of this chapter foricehsee to complete any
portion of the form unless the licensee is the avafehe property
or has been requested by the owner to completdothe The
request shall be acknowledged in writing on thenfand the
licensee shall be held harmless for any representttat appears
on the form.

324.395 Errors and omissions insurance mandatory foall
licensees

@

@
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All real estate licensees, except those whosedesare in escrow
in accordance with KRS 324.310(2), shall carry mrrand
omissions insurance to cover all activities contiaeol under this
chapter.

The commission shall make the insurance mandatei@ruthis
section available to all licensees by contractirith \&n insurance
provider for a group policy, after competitive, ehbidding in
accordance with KRS Chapter 45A.

Any policy obtained by the commission shall be kkde to all
licensees with no right on the part of the insueapcovider to
cancel any licensee.

Licensees shall have the option of obtaining eremm omissions
insurance independently, if the coverage containethe policy
and the financial condition of the insurance conypaomplies
with the minimum requirements established by themission.
The commission shall determine the terms and ciomdit of
coverage mandated under this section, including,nbti limited
to, the minimum limits of coverage, the permissidkductible,
and permissible exemptions.

Each licensee shall be notified of the requiredmserand
conditions of coverage for the annual policy atstethirty (30)
days prior to the annual license renewal date. Aificate of
coverage, showing compliance with the required $eramd
conditions of coverage, shall be filed with the coission by the
annual license renewal date by each licensee whe mpt to
participate in the group insurance program adnenist by the
commission.

If the commission is unable to obtain errors andissions
insurance coverage to insure all licensees who sEhoto
participate in the group insurance program at aaeable annual
premium, not to exceed two hundred dollars ($28®,insurance
requirement mandated by this section shall be hidng the
applicable contract year.

324.400 Real estate education, research and recoyéund --
Fees

@
@
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There is hereby created and established in the Staasury the
real estate education, research, and recovery fund.

In addition to the license fees provided for in KB&1.287, upon
renewal of every broker's and sales associatesde; as well as
any and all other types of licenses, if any, issusd the

commission, as of June 30, 1972, and every regatarual

renewal date thereafter, the commission shall éhaarh of the
aforesaid licensees an amount not to exceed tHothars ($30)

per year to be included in the real estate edutat&search, and
recovery fund. Each and every original applicantafdicense after
July 1, 1972, shall likewise submit to the comnuasian

additional fee of thirty dollars ($30) to be depediin the real
estate education, research, and recovery fund halll also be

subjected thereafter to an annual renewal fee athefregular

renewal period.

In addition to the license fees provided for in KR34.287, the
commission, based upon its own discretion as td,meay assess
each licensee upon renewal an amount less thaty thilars

($30) per year, or nothing, but not more. Eachinabapplicant

must pay the original amount of thirty dollars ($3®ut on

renewal will be subjected to the same renewal amasnother



licensees.

324.410 Purposes of fund
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The purposes of the real estate education, rdseard recovery

fund shall be as follows:

If a license, acting in the capacity of a licenseas been duly

found guilty of fraud in the violation of one (1)y enore of the

provisions of KRS 324.160, and upon the conclugibra final

order entered by the commission, or by the coifreppealed, the
commission, may pay to the aggrieved person oropersan
aggregate amount not to exceed twenty thousandrd¢$20,000)
per claimant with combined payments to all clairsaamainst any
one licensee, not to exceed fifty thousand dol(&9,000), if the
licensee has refused to pay the claim within aogedf twenty

(20) days of entry of a final order and if the ambar amounts of

money in question are certain and liquidated.

The commission shall maintain a minimum level afrfdlundred

thousand dollars ($400,000) for recovery and gusrporposes.

These funds may be invested and reinvested inatine snanner as

funds of the state employee’s retirement systemthedinterest

from the investments shall be deposited to theitdthe real
estate education, research, and recovery fundficteat liquidity

shall be maintained so that there shall be moneilable to
satisfy any and all claims which may be proces$edugh the
commission through the means of formal administeatiearing as
outlined in this chapter.

The commission, in its discretion, may use any alhdunds in

excess of the four hundred thousand dollars ($400,0evel,

regardless of whether it is from the real estatecation, research,
and recovery fund fees or accrued interest therdon,the
following purposes:

(@) To carry out the advancement of education and relsda
the field of real estate for the benefit of thoserised under
the provisions of this chapter and the improvemant
making more efficient the real estate industry;

(b) To underwrite educational seminars, caravans, athero

forms of educational projects for the use and henef

generally of real estate licensees;

(c) To establish a real estate chair or courses atuckntstate
institutions of higher learning for the purposenadking the
courses available to licensees and the generaicpubb may
seek them on a college or university level.

(d) To contract for a particular research project mfield of real
estate for the Commonwealth of Kentucky;

(e) To sponsor, contract for, and to underwrite ottrocational
and research projects of a similar nature havirdptaith the
advancement of the real estate field in Kentuckyg a

(f) To receive recommendations and to cooperate ankl wit
the Kentucky Association of Realtors and other resthte
groups for the enlightenment and advancement ofréiaé
estate licensees of Kentucky.

Within one hundred (120) days after the end of dattal year,

the commission shall make public, through its Wi er other

public media, a statement of income and expensethefreal
estate education, research and recovery fund, dteglsl of which
have been approved by the secretary of the Finaaue

Administration Cabinet.

324.420 Collection by aggrieved party from recoverjund

@

An aggrieved party may commence an adminisgataction
which may result in collection from the recoverynduby first
filing a complaint with the commission on a fornepared by the
commission. The complaint shall constitute a priae case that
a licensee is in violation of KRS 324.160 and ibjscat to the
same conditions set forth in KRS 324.150. If themplaint
constitutes a prima facie case and the matter issettled, the
commission shall hold a hearing pursuant to theirements set
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forth in the provisions of this chapter and KRS ftkea 13B to
determine if a violation of this chapter has intfaccurred. If a
violation of fraud is so found, the commission slugtermine if
the violation resulted in damages to complainand &n what
amount. If damages cannot be accurately determitiesh the
amount of damages shall be determined by a Ci@uoitrt in the
county where the violation took place. In the ewetquestion of
damages is referred to the Circuit Court, the deciof the
commission will not be final and appealable uri# uestion of
damages is certifiable.
Upon final order by the commission or upon ifiegtion to the
commission by the Circuit Court on the issue of dges, and
after the licensee has refused to pay the clairhinvia period of
twenty (20) days of entry of a final order, the dgged party or
parties shall be paid the amount or amounts byctirmission
from the recovery fund.
The license of the licensee against whom thenclwas made by
the aggrieved party shall be suspended or may bmgmently
revoked until such time as the licensee has reisdulrthe
recovery fund in full for all amounts paid, plugdrest at the rate
of ten percent (10%) per annum.
Any party aggrieved by a final order of the coission may
appeal to the Circuit Court where the licensee Hiasprincipal
place of business or where the applicant resideacoordance
with KRS Chapter 13B.
Upon the final order of the court and after tmmmission has
paid from the real estate education, research,racavery fund
any sum to the aggrieved party, the commission | shel
subrogated to all of the rights of the aggrievedypt the extent
of the payment. The aggrieved party shall to theerexof the
payment assign his right, title and interest in jtidgment to the
commission. After such assignment, the commissioay m
challenge in bankruptcy court any attempt by a farficensee to
discharge the debt, if proper notice is given. Amyds recovered
by the commission shall be deposited in the re@tesducation,
research, and recovery fund.
No aggrieved party shall be entitled to recax@npensation from
the real estate education, research, and recovexy dinless the
action against the licensee is commenced within oyears
from actual knowledge of the cause of action omfrthe time
when circumstances should reasonably have put ggeezed
party on notice of the cause of action.

An aggrieved party shall not be entitled tooresr compensation

from the real estate education, research, and eegdund, unless

the compensation is for the actual financial hadfiesed by the
aggrieved party, and this financial harm is speaify and directly
related to the property.

For purposes of this section, an "aggrievedypashall mean

either:

(@ A member of the consumer public who stands idiract
relationship to the licensee, i.e., one who dentatet an
interest in purchasing, leasing, renting, or othisevsecuring
an interest in real estate through a licensee dralhelieves
that the licensee is in violation of the provisioos this
chapter; or

(b) A member of the consumer public who directlgages the
services of a licensee for purposes of sellingsiten renting,
or otherwise dealing in his or her own property.

If at any time the money on deposit in the reahteseducation,

research and recovery fund is insufficient to $ateny duly-

authorized claim or portion thereof, the commissébrall, when

sufficient money has been deposited in the reatestducation,
research, and recovery fund, satisfy such unpaiehcbr portions
thereof, in the order that such claims or portiarese originally

filed, plus accumulated interest at the rate oftercent (10%) per
annum.

(10) Any funds in excess of the four hundred thousandlado



($400,000) level which are not being currently ysethy be
invested and reinvested as set forth in subsed@ynof KRS
324.410.

324.425 Closing existing business of deceased or
incapacitated principal broker

In case of death or other incapacity of a princlaker having a
licensed sales associate or sales associateateffilat the time of death
or other incapacity, the commission reserves thlet fin its discretion,
based upon the merits of each case, to permit dphef(the sales
associates to complete and close the then exidtirginess of the
deceased or incapacitated broker for a temporaipg@ot to exceed
six (6) months.

324.980 Persons to whom KRS Chapter 324 does notphp

Nothing in KRS Chapter 324 shall be construed fiplyato a
person engaged solely in the business of compding categorizing
information concerning the location and availapilaf real property
which may be leased or rented and who furnishes Bdormation to
prospective tenants for a fee.

14

324.990 Engaging in real estate brokerage withouicknse —

Penalties

(1) Any person engaging in real estate brokeraghout a license
shall be guilty of a Class A misdemeanor for thst foffense and a
Class D felony for any subsequent offenses. A ger@ho
engages in real estate brokerage without a licdoseto a failure
to renew a previously valid Kentucky license shmalt be subject
to this penalty if the person is entitled to an@slavail himself of
the remedial provisions of KRS 324.090(3).

(2) In addition to the penalties set out in thisyater, a Circuit Court
may impose an additional penalty on any person viblates any
provision of this chapter by fining them not lekart one hundred
dollars ($100) nor more than one thousand ($1,000)
imprisoning them for a term not to exceed six (@nths, or both.
Upon conviction, in addition to the aforesaid fitleere shall be
added to the fine the amount of any real estatekebbame
commission paid or received as a result of theatiamh or
violations in question. Each transaction shallregarded as a
separate offense and shall be punished as such.



KENTUCKY ADMINISTRATIVE REGULATIONS
OF THE KENTUCKY REAL ESTATE COMMISSION

In accordance with the laws of the Commonwealtle, fhilowing
regulations have been approved by the LegislativeseRrch
Commission:

201 KAR 11:011. Definitions for 201 KAR Chapter 11
RELATES TO: KRS 324.010(1), 324.046(1), 324.111(2), (3), (4),
(6), 324.117(1), (5), 324.160(4)(j), (m), (r), 3280(1), 324.420(1), (2),
(3). @), ()

Section 1. Definitions.

@

@)

®)

4)

"Academic credit hour" means:
(@ One (1) college semester hour; or
(b) Sixteen (16) fifty (50) minute hours of actuahssroom
attendance.
"Contract deposit" means money delivered tizemsed agent as
part of an offer to enter a contract for the sdle@eal property
after:
(@) The offer or counteroffer is accepted; and
(b) An executory contract exists.
"False, misleading, or deceptive advertisingieans an
advertisement that is prohibited pursuant to KR3.BP7(1)
because the advertisement:
(@) Is contrary to fact;
(b) Leads a person to a mistaken belief or cormiysr
(c) Knowingly made a representation that is coptra fact.
"Fraud" or “fraudulent dealing" means a
misrepresentation that:
@ Is:
1. Known to be false; or
2. Made recklessly;
(b) Is made to induce an act;
(c) Induces an act in reliance on the misreprasent and
(d) Causes injury.

maleri

(5) “Guaranteed sales plan” means an offer ocitatiion:

(&) To guarantee the sale of an ownegbestate; or
(b) To guarantee the purchase of the owneal estate if the
owner’s real estate is not soldhzytiroker.

Subsection (6) below is not being enforced by thmrnission

(6)

@)

"Prize" means an item of value that is:

(@) Offered to a prospective purchaser on a comdliset forth in
the offer to the prospective purchaser; and

(b) Not a complimentary:

1. Refreshment, including a soft drink or snadiat tis
offered to the general public; or
2. Gift that:

a. Has a value less than $100;

b. Is given to the purchaser at or after the clgsat
which the purchaser's purchase of the real estate w
consummated; and

¢. Was not offered prior to closing.

“Required disclosure” means:

(&) In print advertising, that the disclosurelishe in letters at
least twenty-five (25) percent the size of the éatdetters in
the advertisement;

(b) In radio advertising, that the disclosure shallveebal and
clearly understandable; and

(c) Intelevision advertising, that the disclosure khal
1. Be verbal and clearly understandable; or
2. Be written and appearing on the screen at teest (3)

seconds for the first line of lettering and one g&gond

for each additional line of lettering, and in lefte

a. Which are eighteen (18) video scan lines ie §iz

letters which are all upper case; or
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b. Which are twenty-four (24) video scan linesire for
upper case capitals if upper case capitals and loage
letters are used.

(8) "Without unreasonable delay" means withire¢h¢3) business days
of the creation of an executory contract for the sa lease of real

property.

201 KAR 11:030. License cancellation; reasons for
RELATES TO: KRS 324.310, 324.330
Section 1. A license shall be automatically carcklif the licensee
fails to promptly notify the commission, in writingf any of the
changes listed in KRS 324.330 (1) and (2).

201 KAR 11:045. Written offers to be submitted toowner-
client, agreements to provide brokerage servicesjcénsee
duties
RELATES TO: KRS 324.160(4)(w)

Section 1. If a licensee has entered into a writsting agreement or any

other written agreement under the terms of whighlitensee agrees to

provide one (1) or more real estate brokerage @&s\ior the owner of
the property to be brokered by the licensee, thensiee shall, at
minimum:

(1) Accept delivery and submit to his principal, owckent, or
customer, without delay, all written offers to leas purchase the
real estate that is the subject of the written emgent between the
licensee and his principal, owner-client, or cuggm

(2) Accept all earnest money deposits that are pregseatbim or her
by other licensees involved in the lease or pukclofshe real estate
that is the subject of the written agreement betvike licensee and
his principal, owner-client, or customer;

(3) Assist his or her principal, owner-client, or cusgy in developing,
communicating, negotiating, and presenting offem,nteroffers,
and notices that relate to offers and counterotfeas are involved
in the lease or purchase of the real estate thtaeisubject of the
written agreement between the licensee and higipah owner-
client, or customer, until a lease or purchaseeageat is signed and
all contingencies that are satisfied or waived; and

(4) Answer his or her principal’'s, owner-client's, austomer's
questions relating to offers, counteroffers, n&j@nd contingencies
that are involved in the lease or purchase oféhéastate that is the
subject of the written agreement between the lmenand his
principal, owner-client, or customer.

Section 2. Each licensee, who represents a prospgeirchaser, shall,

without delay, submit all written offers to leasepurchase real estate

from the licensee’s prospective purchaser-clierdustomer to the owner
of the property or to the licensee who has enténéml any written

agreement with the property owner-client or custotoegrovide one (1)

or more real estate brokerage services for theeptppwner-client or

customer for a fee, compensation or other valuadnsideration.

Section 3. Failure to comply with Section 1 orf2hoes administrative

regulation shall constitute gross negligence andl dbe subject to

sanctions under KRS 324.160(4)(w).

201 KAR 11:062. Retention of brokers' records
RELATES TO: KRS 324.111, 324.160(6), 324.360
Section 1. A broker shall preserve, for five (5)asg following its
consummation, records in one (1) file relating toy aeal estate
transaction, which shall include:
(1) Any written offers to lease or purchase real estate
(2) The acquisition of and disbursement of any monies;
(3) Listing and sales contracts;
(4) Closing sheets;
(5) Property disclosure forms; and
(6) Agency disclosure forms.



201 KAR 11:090. Instruments prepared by broker;
disposition
RELATES TO: KRS 324.160(4)(r)
Section 1. At the time of signing all instrumerdsreal estate broker
shall deliver a copy of all instruments to all pestexecuting the
instruments where the instrument has been prefmreétde broker or
under his supervision.

201 KAR 11:095. Closing statements
RELATES TO: KRS 324.160(4)(r), (w)
Section 1. A real estate broker shall furnish aitdebd credit type
closing statement to a buyer and seller upon dosinreal estate
transaction if the financial institution or theaattey involved in a real
estate transaction fails to furnish a closing steta.

201 KAR 11:100. Exclusive listing contract; contination
RELATES TO: KRS 324.160
Section 1. No real estate broker shall be a pargntexclusive listing
contract which shall contain an automatic contirmmabf the period
of such listing beyond the fixed termination dateferth therein.

201 KAR 11:105. Advertising listed property; advetising

public information about specific property; when casent
and authorization of owner or principal broker is required
RELATES TO: KRS 324.117(1),(4), 324.160(4)(w), (6)
Section 1. A real estate broker shall not offet estate for sale or lease
without the consent of the owner. If promoting dwertising the real
estate to the general public, the broker shall haweritten listing
agreement signed by the owner. A buyer's agent athsertise or
promote his or her participation in the sale affesinding contract is
created.

Section 2. A sign shall not be placed on any ptypay a real estate

licensee without the written consent of the owner.

Section 3.

(1) In accordance with KRS 324.117(4), a real estatoperty
print advertisement of a licensee, or an offer aicgation to
provide brokerage services by a licensee, relatedhadrketing
or identifying real property for sale or lease, Islreclude the
name of the real estate company where the licendeense
is held or the name of the real estate companyiscipal
broker with whom the licensee is affiliated.

(2) If the advertisement includes the name of tleal restate
company’s principal broker, the principal brokeriame shall
include his or her title as principal broker or fadlowed by
any other clear designation of his or her statusta®ker.

(3) The requirements in this section shall applyativertisements
for listed property only.

Section 4.

(1) An advertisement by a licensee shall be approbg the
principal broker with whom the licensee is affiidtor by an
individual designated by the principal broker topegve the
advertisement.

(2) A principal broker shall require his or heelhsee to:

(a) Discuss with the property owner-client the extising
requirements of KRS 324.117;

(b) Provide the owner-client with written noticef ¢hese
advertising requirements; and

(c) Obtain the owner-client’s written agreementtonply with
the advertising requirements.

Section 5. A licensee may advertise public infdioma such as sales

price, or properties that have sold and closedy évihe licensee did

not have a written listing agreement on the prgpert

Section 6. A licensee may advertise listings oftler real estate

brokerage company if:

(1) The licensee has requested and obtainedstimglbroker’s
consent to advertise the other companytisdjr listings; and
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(2) The licensee’s advertisement of the other @mis listings
includes the complete name of the otherasiate brokerage
company.

201 KAR 11:110. Exclusive authority retained by aginal
broker
RELATES TO: KRS 324.160
Section 1. No real estate broker shall induce aryyfo a contract or
sale or lease to break such contract for the perpdsubstituting in
lieu thereof a new contract with another principal.

201 KAR 11:115. Auction obligations
RELATES TO: KRS 324.160
Section 1. Any real estate broker who advertised property at
absolute auction is obligated to the public to seld property to the
highest bona fide bidder on the day of the auction.

201 KAR 11:121. Improper conduct

RELATES TO: KRS 324.010(3), 324.160(4), (f), () (0), (w), (v),

5). ()

Section 1. The following shall be improper for dicgnsed agent:

(1) To accept or agree to accept, without writtestlosure to the seller
and buyer or lessor or lessee on the purchasease leontract, a
referral fee from any person in return for diregtin client or
customer to that person, or another, who providesgrees to
provide any goods, service, insurance or finanadielgted to a
transaction involving real estate. This provisidmals not affect
paying or receiving referral fees between licensegents for
brokerage services.

(2) It shall not be improper to advertise the feeier compensation
the licensed agent agrees to charge for his service

(3) To refuse or prohibit any prospective purchdsem viewing or
inspecting real estate listed for sale or leash thie agent, or with
the agent's company, without the written and sigiieettion of the
owner. This provision shall not be construed tomgentherwise
unlawful discrimination.

(4) To fail to satisfy one (1) or more of the @alling fiduciary duties
owed to the licensee's client:

(&) Loyalty;

(b) Obedience to lawful instructions;

(c) Disclosure;

(d) Confidentiality;

(e) Reasonable care and diligence;

(f) Accounting.

(5) To advertise guaranteed sales plan withoutehaired disclosure,
as defined in 201 KAR 11:011.

(6) To violate a statute or administrative regakatgoverning brokers,
sales associates, or real estate transactions.

(7) To serve in the dual capacity of a real eslatnsee and loan
originator, if the real estate licensee, whileragin that capacity:
(&) Fails to disclose this dual role in writingddfails to indicate in

that disclosure that the licensee will receive &oldal payment

for the loan origination activities;

(b) Fails to contact the Department of Financiatitutions to
register and pay the one (1) time fee for engagmdpan
origination, if the licensee is engaged in loargiodtion as a
part of his or her real estate activities to adsistor her real
estate clients in obtaining financing; or

(c) Receives payment but fails to perform the iregoent in
subparagraph one of this paragraph, plus at leas(s) of the
remaining thirteen (13) specific activities listaglow:

1. Taking information from the borrower and fitirout the
application;

2. Analyzing the prospective borrower’'s income afebt
and pre-qualifying the prospective borrower to daitee
the maximum mortgage that the prospective borr@aer
afford;



3. Educating the prospective borrower in the hbmgng
and financing process, advising the borrower abiveit
different types of loan products available, and
demonstrating how closing costs and monthly paysnent
could vary under each product;

4. Collecting financial information (tax returnfank
statements) and other related documents that arefpa
the application process;

5. Initiating or ordering a verification of emplmgnt and
verifications of deposit;

6. Initiating or ordering a request for mortgage ather
loan verifications;

7. Initiating or ordering appraisals;

8. Initiating or ordering an inspection or engineg
reports;

9. Providing disclosures; (truth in lending, godalth
estimate, others) to the borrower;

10. Assisting the borrower in understanding arehrihg
credit problems;

11. Maintaining regular contact with the borrowesaltors,
lender, between application and closing to appheen
of the status of the application and gather anytiaddl
information as needed;

12. Ordering legal documents;

13. Determining whether the property was locatedai
flood zone or ordering such service; and

14. Participating in the loan closing;

(d) Requests or receives compensation that isorotensurate
with the actual work performed; or
(e) Requests or receives compensation for work ighanot
actually performed by him or her.
This underlined section _has been deemed unconstinal
(8) A broker licensed in Kentucky to aid, abet, or ottvise assist
any individual who is not actively licensed in Kemky in the
practice of brokering real estate in this state.hi§ prohibition
shall include a Kentucky broker assisting any urdicsed
individual with the listing, selling, leasing or nmreaging of any
Kentucky property or_assisting _an_unlicensed _indival in
representing any buyer or lessee seeking propemtiéentucky.
An unlicensed individual shall include an individdavho may
be affiliated with a national franchise and may he\a license in
another state but who does not have an active Kekjuicense

201 KAR 11:135. Standards for filing a sworn
statement
RELATES TO: KRS 324.045, 324.046(3), 324.160(4)(@),
Section 1. Any affiant found to have misrepreseiféets in any sworn
statement shall be subject to disciplinary proaegsli by the
commission and the commission may seek a crimimdictiment for

perjury.

201 KAR 11:145. Salesman’s duties when terminating
affiliation with broker
RELATES TO: KRS 324.010(14), 324.160(4)(g), (v)43210
Section 1. Unless there is a written contract &img otherwise, a real
estate salesman shall, upon termination of hidiaaifin with a real
estate broker, immediately turn over to the brakey and all listing
information obtained during his affiliation whethbe information was
originally given to him by his broker or copied finc¢he records of the
broker or acquired by the salesman during hisatftin.

201 KAR 11:147. Procedure for license retention wdn
sales associate released by broker
RELATES TO: KRS 324.010(15), 324.160(4)(u), 324.3324.330
Section 1.
(1) Upon receipt, by regular mail, from the privedi broker, of the
released license for a sales associate pursuanKR&
324.310(1), the commission shall notify the salssoaiate by
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regular mail at his or her last resident addressfilenat the

commission office that, within thirty (30) days thfe date of the

release letter, the associate shall:

(@) Reaffiliate with another broker; or

(b) Request by letter that his or her licenselbeqal in escrow.
(2) Failure by the sales associate to comply with order issued by

the commission pursuant to subsection (1) of thitisn shall:

(@) Be aviolation of KRS 324.160(4)(u); and

(b) Result in the cancellation of the associatiesnse.

201 KAR 11:170. Private school and course approval
RELATES TO: KRS 324.010(7), 324.046(1), (2)
Section 1.
(1) To apply for certification as an approved resfate school or to
renew certification, a real estate school shalhstib:

(@) Completed Application for an ApprovedaREstate School,
including the information required concerning ccumfum,
instructors, required textbooks, educational maleriand
policies of the school;

(b) Copy of the Certificate of Approval frothe Kentucky State
Board for Proprietary Education or Kentucky Depatnof
Education, if applicable;

(c) Sample schedule to outline how a cowifiebe presented;

(d) Completed detailed course outline brokeo four (4) hour
increments to include teaching methods, learningatives
for the course, auxiliary aids and materials fotheaourse,
which shall include:

1. A Real Estate Instructor Application aard/ additional

documents required to explain a response on the

application for each instructor who will teach this
course, as required by 201 KAR 11:175; and

2. A copy of the written material, otheaiththe textbook
or real estate license law manual, which the icsbru
will use in the classroom;

(e) Sample copy of a school brochure oormftion sheet
promoting the school;

(f) Copy of legal documentation requiredstgpport an answer,
if applicable;

(g) A sample copy of an official transcrtpat will be issued by
the school.

(h) A copy of contract or agreement sighgdhe student which
outlines the class schedule, assignments or pspject
examination requirements, grading system, and cditere
requirements; and
1. Other documents as outlined in Sectinof this

administrative regulation.

(2) An approved real estate school shall include eestant in the
school application that a criminal conviction mayeyent an
applicant from qualifying for licensure under KR243045.
Failure to do so may result in suspension  of an pramd
school's certification until the information is Inded in the
application.

(3) An approved real estate school shall noti ¢tbmmission within
ten (10) days of a material change in the infoiomatoriginally
furnished on the application or in an attachmenheoapplication.

(4) A renewal application shall be submitted bytdber 1 of each
even numbered year. The approval shall be for a (@yoyear
period, beginning November 1.

Section 2.

(1) The curriculum for a course at an approved ssaate school
shall:

(&) Include a minimum of:

1. Three (3) academic hours per course; or
2. Fifteen (15) hours for a course relaiedhe appraisal
of property;

(b) Be conducted for a maximum of no mduant seven (7)
academic hours during a twenty-four (24) hour gkrio

(c) 1. Consist of a course containing tbpids listed in the

Topics Prescribed by the Real Estate Commission.



2. Arreal estate course shall be one which isgdeséd
specifically as a real estate course by an apprave
accredited real estate school which offers thesmu

3. The academic content for the course shall paity
focus on real estate.

4. The course shall be for academic credit and anot
continuing education unit, examination preparation
review, experiential education, or competencyirigst

5. A candidate shall not submit completion of Hzene
course or essentially the same course twice for
licensure credit;

(d) 1. Include a closed-book monitored final exaation of

at least:

a. Seventy-five (75) multiple choice questionsdor
three (3) academic hour course; or

b. 100 multiple choice questions for a six (6)
academic hour course.

2. The passing score shall be seventy-five (75 in
order to pass the course.

3. Examination questions shall cover all aspects o
material covered in the course, including applieab
license laws and administrative regulations.

4. One (1) retake of the examination shall be ftezdh
and

(e) Include in all real estate prelicense couragsracticum or
project applicable to the topic, that shall be ctatgd with
a passing score and averaged with the final exaimima
and other components or assignments required in the
course, as part of the student’s final grade.

(2) The application for course approval shall udg a copy of the
final examination and answer key, an explanaticth @pies of
the project or practicum that shall be requiredtafients, when
that assignment shall be due, and how the finadlegfar the
course shall be calculated.

(3) (@ All primary and secondary providers dfigr online
prelicense or other distance education coursed blea
certified by the Association of Real Estate Lieerisaw
Officials (ARELLO) or the International Distance
Education Certification Center (IDECC) as to fotraad
delivery systems of the program.

(b) The commission shall review the contenensure that it
meets the requirements outlined in this admirtisea
regulation and in 201 KAR 11:240.

(4) (@) The application and all required attacht®eshall be
submitted to the commission for considerationtstniext
regularly-scheduled meeting.

(b) The provider shall be notified in wng of the
commission’s approval or denial of the courseaftmdemic
credit.

Section 3. Each real estate prelicense course etabht an out-of-

state accredited institution, for which credit mag granted under

this section shall be approved or rejected under fibllowing
procedure:

(1) A course description from the school catalogurse syllabus,
table of contents from text used in the coursatber summary
of the course shall be provided to the commissign the
applicant;

(2) The commission education director shall revitvg material
submitted by the applicant and recommend the cosioms
either grant or reject credit under this section the
commission’s regular monthly meeting;

(3) The commission education director shall record
(@) The name of the course;

(b) Whether approval was granted or rejected; and

(c) The date of approval or rejection.

(4) If a course has been previously approved ley dbmmission
under this section or if a course is substantiallyilar to a
previously-approved course, the commission edutaticector
shall be authorized to determine course approval;
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In determining whether a course is substdyptiaimilar to a
previously-approved course, one (1) or more of fibllowing
items shall be considered:

(a) The table of contents from text used in therseu

(b) The course syllabus;

(c) Course description from the school catalog; or

(d) Other summary of the course.

The commission’s education director shall fyatin applicant if a

course is rejected for credit under this section;

(@) If an applicant disagrees with the educatidirector's
decision under this section, he or she shall, iwiten (10)
days from the date of the education director’sfication of
rejection, file with the commission a written regt for a
commission review of its education director’s demi.

(b) The request shall specifically indicatee applicant’s
disagreement.

(c) Failure to indicate disagreement withifre ten (10) day
period shall constitute waiver by the applicantd athe
education director’s decision shall become final;

(@) In addition to the indication to the edima director of
disagreement with his or her decision, the appticshall
provide a written summary to the education direditailing
why credit under this section is merited.

(b) The commission education director shfdiward this
summary to the commission along with his or hepomse to
the commission for a final decision at the comiuiss
regular monthly meeting.

(c) Failure to provide within ten (10) dagsspecific summary
detailing why credit is merited under this sectishall
constitute waiver by the applicant and the edooati
director’s decision shall become final at thatpoi

(@) If the applicant indicates disagreementhwthe education
director’s decision within ten (10) days of nat#tion and
provides a written summary detailing the disagremvithin
ten (10) days of notification, the commission klzahsider
the submissions from the applicant and the edutalirector
and reject or approve the course for credit utlisrsection.

(b) The commission shall notify the appficaf its decision in
writing.

Section 4. An approved real estate course scladil rsot:

@

Advertise in conjunction with the business afbroker or a
brokerage firm; or

(2) Discuss, induce, or promote affiliation wittbeoker or brokerage
firm.

Section 5.

(1) An approved real estate school shall maintagturate and

@)

©)
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permanent records on each student enrolled in Beou

(@) A permanent record shall include each stisleetord of
courses completed or attempted, academic hoursdadar
and final grades.

(b) A Certificate of Completion shall be:

1. Included in the permanent records of eacthestty and
2. Mailed to each student upon completion obarse.

Records shall:

(@) Be maintained for three (3) years; and

(b) Include student attendance recordsal figrade, and test
scores.

An approved real estate school shall notifg tommission, in

writing, within five (5) days of the beginning of prelicense

course. Notice shall include the name of coursasscllocation
scheduled dates and times the class will be offered

Schools and instructors shall take appropstaps to maintain the

confidentiality of the final examinations at aliniés. These steps

shall include:

(a) Maintaining examinations and answer skéy a secure
place accessible only to the school administraod the
instructor;

(b) Prohibiting students from retaining @ of the final
examination and answer sheets; and



(c) Monitoring students at all times whexaminations are
being conducted.

Section 6.

(1) An approved real estate school shall permitrepection and
monitoring by the commission or its designee toleata an
aspect of the administration or operation of thhost or to
evaluate the performance of the instructor.

(2) Monitoring may include a periodic mailing blyet commission
to students seeking an evaluation of his or heligerese course
and instructor.

Section 7. Private school approval shall be witharaif the

commission determines that:

(1) Information contained on the application ornewal is
inaccurate or misleading; or

(2) The establishment or conduct of the schoabisin compliance
with this administrative regulation or the instioat is so
deficient as to impair the value of the coursea Iéchool has
been given notice of a deficiency under this sectithe
commission shall give the school an opportunitycdorect the
deficiency within thirty (30) days. If the deficiey has been
corrected, the commission may, after reviewing dteps taken
to correct the problem, recertify the school orrseu

(3) The school is not certified by the Kentuckyat8t Board for
Proprietary Education.

Section 8. An effort made directly or indirectly byschool, official

or employee, or a person on their behalf to recaosthe real estate

licensing examination or portion of the examinatimall result in
immediate revocation of school approval.

Section 9. Incorporation by Reference.

(1) The following material is incorporated by nefiece:

(@) "Application for Certification of Approved Red&state
School", 09/07 edition, Kentucky Real Estate Cogwioin;

(b) "Course Outline", 09/07 edition, KeritycReal Estate
Commission;

(c) "Certificate of Completion”, 09/07 editi, Kentucky Real
Estate Commission;

(d) "Topics Prescribed by the Real Estatenission”, 2007
edition, Kentucky Real Estate Commission; and

(e) "Real Estate Instructor Application”, /@B edition,
Kentucky Real Estate Commission.

(2) This material may be inspected, copied, orioleid, subject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, iswlie,
Kentucky 40223, Monday through Friday, 8 a.m. 804p.m.

201 KAR 11:175. Instructor approval procedures and
guidelines
RELATES TO: KRS 324.010(1)(g), 324.046(1), (2)
Section 1. To apply for certification as an instancat an approved
real estate school, an instructor shall:
(1) Submita:

(@) Completed Real Estate Instructor Application;

(b) Copy of a current resume;

(c) Copy of legal documentation required to suppart
answer, if applicable; and

(d) Completed course outline for each course;

(2) Have:

(@) A bachelor’'s, masters or doctorate degree fiarullege or
university duly accredited by a nationally recoguizating
or accrediting organization, in a field directlyated to the
nature of the course, such as real estate, busifess
finance, or education;

(b) An associate degree in real estate from aegellor
university duly accredited by a nationally recoguizating
or accrediting organization;

(c) Completed five (5) consecutive years full-tieperience
in the real estate related subject area that heaishing
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(averaging at least twenty (20) hours per weele&mh of the
five (5) years); or

(d) A combination of teaching, education, and -fitie
experience in real estate totaling five (5) yeansefaging at

least twenty (20) hours per week for each year of

experience); and

(3) Possess:

(@ A thorough familiarity of the provisions ofRS Chapter 324
and the effect of those provisions on the subjeeh &f the
course; and

(b) A thorough knowledge of the subject areahef ¢ourse he is
teaching.

Section 2. Approval of an instructor shall be withdn by the

commission for:

(1) A violation of a provision of KRS Chapter 32dr an
administrative regulation promulgated under it;

(2) Falsification of material submitted to the aoission to become
an approved instructor;

(3) Failure to provide to the commission requestederial;

(4) While acting as an instructor in an educatidaaility, engaging
in brokerage activity with an enrolled student;

(5) Soliciting an investment from a student; or

(6) Attempting to recruit a student to a real &steompany while
acting as an instructor.

Section 3.

(1) An approved instructor shall teach:

(@) A prelicensure course offered by an:
1. Approved real estate school; or
2. Accredited real estate school which receivasdifug
under the real estate education, research and escov
fund; or
(b) A mandatory continuing education course.

(2) A person who is not an approved instructorlishat teach a
course listed in subsection (1) of this section.

Section 4. Incorporation by Reference.

(1) The following material is incorporated by neflece:

(a) "Real Estate Instructor Application”, 11/97 text, Kentucky
Real Estate Commission; and

(b) "Course Outline", 11/97 edition, Kentucky ReBktate
Commission.

(2) This material may be inspected, copied, or obtaatetie
Kentucky Real Estate Commission, 10200 Linn Staoad,
Suite 201, Louisville, Kentucky 40223, Monday thgbuFriday, 8
a.m. to 4:30 p.m.

201 KAR 11:180. Promotion of out-of-state property

restrictions and prerequisites

RELATES TO: KRS 324.020(6), 324.142

Section 1. Definitions.

(1) “Promotional activities” means every solicitet or attempt to
bring about the sale, exchange, lease, assigntiwamse or award
with regard to an interest in real estate.

(@) A time-share estate, wherein a freehold estate estate for
years is conveyed;

(b) A vacation lease, wherein a buyer purchasesridht to
occupy a specific accommodation for a specifiecetpariod
over a specified number of years;

(c) A vacation license or club membership, wherairbuyer
acquires the right to occupy an undesignated unieetain
real property(ies) during a specific time each yéar a
specific number of years;

(d) Variations of the above that result in the wsiion of the
right to use real property for a limited period tihe in
recurring intervals for a number of years.

(2) “Time-share” means an arrangement under whicle may
acquire, for a period of time, the right to use aadupy property,
for a recurring block of time. A time-share may be



(@) A time-share estate, wherein a freehold estatan estate

for years is conveyed;
(b) A vacation lease, wherein the buyer purchasesigjn to

(2) That each purchaser shall be informed oralihattime he or she
signs a contract of the purchaser's right to reris which shall
be substantially similar to that set forth in sudiga (3) of this

occupy a specific accommodation for a specifiedetim section.

period over a specified number of years;
(c) A vacation license or club membership, wherein gebu

(3) That all sales contracts utilized in the proimotand sale of said
time-share plans shall include in underlined, bialce type of a

acquires the right to occupy an undesignated unia a minimum size of ten (10) points substantially thaldwing

certain real property(ies) during a specific tingete year
for a specific number of years; or

(d) Variations of the above that result in the acquaisiof the
right to use real property for a limited period tohe in
recurring intervals for a number of years.

Section 2.

To obtain commission approval for engaging in proomal

activities in the Commonwealth for property locatmatside of the

Commonwealth, each applicant shall file with thematgission the

applicable documents set forth below:

(1) “Registration of out-of-state properties ariohet share” form
setting forth pertinent date pertaining to: legalsdtiption of
property, name(s) of developers, owners and pelisens/ed in
promotional activities, type of offering, form ofvaership of
property, encumbrance(s) on property, current amétipated
improvements, taxes and assessments, facilities saendces
offered or to be offered in the future, and degsimip of
promotional activities to be conducted in Kentucky.

(2) (a) If a corporation, submits a copy of thetides of

Incorporation with all amendments thereto andraee list
of the names and addresses ofesffiand directors with
their principal occupation at tharent time,

(b) Out-of-state corporations must also submitrtifieate of
authority" issued by the office of the SecretaryStdte of
the Commonwealth of Kentucky.

(3) If a partnership or association, submits a copyArticles of
Partnership or other organizational documents.

(4) “Consent to Service of Process” form.

(5) Copies of all sales contracts, agreementspmmdorms, lease
forms, and the prospectus currently used for topenty.

(6) “Consent to Inspect” form, for commission tspect the real
estate being promoted and to inspect and copy baradkseports
of the owner and/or developer at the cost of theicant.

Section 3. Exemptions. The registration requiredenrSection 2 of

this administrative regulation shall not apply to:

(1) The making of any offer or disposition of awyut-of-state
property:

(@) By an owner in a single or isolated transagtio

(b) By any government or government agency; or

(c) By court order.

(2) Any applicant that has been granted an exempby the
Kentucky Real Estate Commission on the grounds tinair
promotional activities involve property of a smathount or of
such a limited character that the public interest protection of
purchasers is deemed unnecessary with regardd@farings.

(3) Any applicant who has registered under the Fedetarstate
Land Sales Full Disclosure Act shall be exempt frome
registration requirements contained in Section 2 tbis
administrative regulation, upon the filing with tkemmission
of a copy of an effective statement of record filedh the
Secretary of Housing and Urban Development.

Section 4. Sellers of time-share plans in Kentuoggardless of

location of property shall verify, on the “Affidaviof Timeshare

Developer” form:

(1) That each purchaser shall receive a fully cetegl copy of any
contracts pertaining to the sale which includes tlae of
execution of contract, financial obligations of ghaser
(including initial purchase price and any additiooharges to
which purchaser may be subject), estimated dasvailability
of accommodation or facility which is not completatime of
contract, and a description of the nature and thmwadf the
time-share being sold.

statement:

"You may cancel this contract without any penaltyobligation
within three (3) business days from the above détgu cancel,
any payments made by you under the contract andheggtiable
instrument executed by you will be returned withien (10)
business days following receipt by the seller afiryoancellation
notice, and any security interest arising out ef tfansaction will
be cancelled.

If you decide to cancel this contract, you mustfgdhe seller in
writing of your intent to cancel. Your notice ofrezllation shall
be effective upon the date sent and shall be eent t

Name of seller at:

Address of seller:

NO PURCHASER SHOULD RELY UPON REPRESENTA-
TIONS OTHER THAN THOSE INCLUDED IN THIS
CONTRACT."

(4) That if no interest in real property is being coye, contracts
shall also contain the following statements in utided, bold face
type of a minimum size of ten (10) points: "You nelgo cancel
this contract at any time after the accommodatamiscilities are
no longer available as provided in this contract.”

Section 5.

(1) Violation of any of the requirements of this nadistrative
regulation or failure to comply with the provisiofi the notice of
cancellation by a licensee shall constitute a tiofaof KRS
324.160(4)(u) of this administrative regulation.

(2) Pursuant to KRS 324.142, commission approvaequired for a
licensee to promote out-of-state property and tamares, even if
exempted from other registration requirements uigsation 3 of
this administrative regulation. Violation of anyf ahe
requirements of this administrative regulation aiture to comply
with the provision of the notice of cancellation bgn
owner/developer shall result in either revocation denial of
approval, whichever is applicable, and may be eeifbrby
injunctive action under KRS 324.020(6).

Section 6. Incorporation by Reference.

(1) The following material is incorporated byerdnce:

(@) “Registration of Out-of-State Properties dimie Shares”
(1985);

(b) “Consent to Service of Process” (1985);

(c) *“Consent to Inspect” (1985); and

(d) “Affidavit of Timeshare Developer” (1985).

(2) This material may be inspected, copied, omioled, subject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, itwvlle,
Kentucky 40223, Monday — Friday, 8 a.m. to 4:30.p.m

201 KAR 11:190. Rules of practice and procedure bare
the Kentucky Real Estate Commission

RELATES TO: KRS 324.150, 324.151, 324.160, 324.1324.200,

324.281(5)

Section 1. Complaint Review and Investigation.

(1) An aggrieved party shall file a Sworn Statemef Complaint
against a licensed real estate sales associateroerb The
complaint shall:

(@) Allege a prima facie case of specific violatiof KRS
324.160 in accordance with KRS 324.151;
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(b) State the basis of the complaint fully and dsely,
including the name of the broker or principal bmoke

(c) Be notarized by a notary public;

(d) Include a completed damages claimed form, witlopy of
each receipt, estimate, or other evidence of dasage
attached to the report; and

(e) Be filed within two (2) years from:

1. Actual knowledge of the cause of action; or
2. The time circumstances would reasonably havehaut
aggrieved party on notice of the cause of action.

If the commission staff review determines 8worn Statement

of Complaint does not allege a prima facie casea specific

violation of KRS 324.160, the aggrieved party sfildla Sworn

Supplement to Complaint in accordance with KRS B24.

A respondent shall file a Sworn Answer to Ctany if a

complaint is filed against him in accordance withet

requirements of KRS 324.151(3). The answer shall:

(@) Identify the respondent;

(b) State his responses to the complaint;

(c) Be notarized by a notary public; and

(d) Include a copy of the following documents:

1. Listing contract;

2. Purchase contract;

3. Seller's disclosure form;

4. Agency disclosure form; and
5. Settlement statement.

Upon completion of an investigation followinige submission

of a complaint and answer, the commission shall:

(@ 1. Dismiss the case without an administratigarimg if
the facts or evidence do not indicate a primaefaaise
for a violation of KRS Chapter 324; or

2. Schedule an administrative hearing pursuarkKR&
Chapter 13B, 324.151, and 324.170; and
(b) Notify the complainant and respondent of itgisien in
writing. The notification shall include a brief saent
explaining the commission's reasons for the deatisio

Section 2. Motions.

@
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A request for the commission or a hearingceffito take or
refrain from taking an action shall be made by &al or written
motion.

A motion shall state the basis for the motioe|uding a citation
to or description of the legal authority in suppat the
requested action, if applicable.

A party shall be given an opportunity to respond tootion.

Section 3. Withdrawal of a Complaint. A complainamy withdraw
a complaint if:

@

@

(@) An answer has not been filed in accordawib KRS
324.151; and

(b) The withdrawal is made within twenty (20) dafghe date
the complaint was filed; or

(@) There is good cause for the withdrawati an

(b) The commission approves the withdrawal.

Section 4. Consolidation and Severance.

@

@

A hearing officer may consolidate cases assigio his docket
upon a finding by the hearing officer that:
(@) There are:

1. Common questions of law or fact; or

2. ldentical issues or witnesses; and
(b) Consolidation is appropriate.
A hearing officer may sever consolidated caseslaims in an
administrative action upon a finding that the reeuoients for
consolidation established in subsection (1) of seistion are not
met.

Section 5. Incorporation by Reference.
(1) The following material is incorporated by reface:

(@) "Sworn Statement of Complaint” 3/01 editioneritucky
Real Estate Commission;
(b) "Sworn Answer to Complaint”, 7/98 edition, Keoky

Real Estate Commission; and
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(c) "Sworn Supplement to Complaint”, 10/00 editigentucky
Real Estate Commission.

This material may be inspected, copied, diaioled, subject to

applicable copyright law, at the Kentucky Real Esta

Commission, 10200 Linn Station Road, Suite 201, itwvlle,

Kentucky 40223, Monday through Friday, 8 a.m. {804p.m.

@

201 KAR 11:210. Licensing, education, and testing
requirements
RELATES TO: KRS 324.010, 324.040, 324.045(1), (2), 324.046
Section 1. In lieu of proof of high school gradoatior a GED diploma,
an applicant may submit an official transcript franUnited States
institution, or from an institution outside of thimited States as indicated
in Section 2 of this administrative regulation, ethindicates completion
of a degree program at a post secondary institutioa transcript from a
United States institution, or from an institutiontside of the United
States as indicated in Section 2 of this adminisgaegulation, which
indicates successful completion of twenty-eight) (8ademic semester
hours or equivalent from a post secondary instituti
Section 2.
(1) If an applicant submits documentation qualifyieducation in a
language other than English, the diploma or trapsahall be
translated by a disinterested third party.
The entity shall provide:
(@) atranslation of the documents; and
(b) a certification stating that the translatisrtrue, accurate, and

complete.
The applicant shall provide a letter to the omssion indicating
that the curriculum of the proffered education dgiigalent to a
high school diploma or GED. The comparison shalhiade by:
(@) International Education Research Foundatiamy.ierf.org
(b) International Education Evaluationgyw.iee1981.comor
(c) World Education Servicesww.wes.org/fees/evaltypes.asp
If the applicant is unable to comply with treuirements of this
section, the applicant shall furnish proof of tleeaipt of a GED
granted by an agency or institution with the Unigdtes.
Section 3. An official transcript is a document fnped with the
institution's seal, signed by the registrar, andt sdrectly from the
institution to the commission.
Section 4. An applicant who successfully passes rémd estate
examination shall apply for a license within siX0) days after the
examination. A candidate who fails to apply foliense within this
period shall be reexamined.
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201 KAR 11:215 License Recognition;
requirements

Section 1. Definitions.

(1) "License recognition” means a licensing predést:

(a) Replaces reciprocal agreements; and

(b) May be used to obtain a Kentucky license by anviddal
who holds an active and unrestricted out-of-stadess
associate’s or broker’s license, or the equivatérither.

"Unrestricted license" means a license thatoisunder any order

of limitation or discipline by another jurisdictin regulatory

body.

Section 2.

(1) An individual who is actively engaged, outsidentucky, in real

estate brokerage activities as a sales associabeo&er, or the

equivalent of either, may apply for a Kentucky lise that is the
same as, or equivalent to, the individual's outtate license, if
the individual’'s out-of-state license is active amdestricted.

To obtain a license by recognition, an indixatshall:

(@) File with the commission a criminal kamound check in
accordance with KRS 324.045(5)(a) and (b) andKAR
11:430;

(b) File with the commission a certification of licemsuissued
by the regulatory authority of each state in whitte

application

@

@



individual has, at anytime, held a real estatenbeg in
accordance with KRS 324.141(2);

(c) Pass the state law portion of the kbieg examination for
either a sales associate’s license or a brokécende,
whichever is applicable and is the equivalent bé t
individual's active out-of-state license whenrfdi his or
her application with the commission; and

(d) Apply for a Kentucky license within 8ix(60) days of
completion of the licensing examination. An apatitwho
fails to apply for a Kentucky license within thixtg (60)
day period shall retake the examination.

Section 3. A licensee who has obtained a Kentudkgnse by
recognition shall comply with the provisions of KRBapter 324 and
201 KAR Chapter 11.

201 KAR 11:220. Errors and omissions insurance
requirements

RELATES TO: KRS 324.010, KRS 324.395

Section 1.

(1) An insurance company providing real estate errorsl a
omissions insurance for real estate licensees mpumtide a
signed certification to the insured licensee wistlall confirm
that the obligations of the insurance company meats
minimum requirements set forth in this administrati
regulation\

(2) A licensee who chooses to be insured by other thargroup
insurance policy obtained by the Commission shidl the
private carrier certification of coverage with s her license
renewal application in accordance with KRS 324.895(This
certification shall be available on the CommisssoolVeb site,
www.krec.ky.goy and shall be included in the yearly renewal
package mailed to all principal brokers.

Section 2. The insurance for which the certificatibas been

executed shall not be terminated, cancelled, lgpsedonrenewed

unless the insurance company has provided the Cssioni with
prior written notice.

Section 3. The minimum requirements for the coveregntained in

the insurance policy for which the certificationshbeen executed

shall provide that:

(1) Coverage shall be that known as real estagmtagerrors and
omissions insurance or real estate agents profedsiiability
insurance.

(2) The limit of liability shall be no less tharl@0,000 for any one
(1) claim nor less than $1,000,000 annual aggretjatié of
liability, including the cost of investigation amdefense. A
principal broker who decides to purchase indepeneeors and
omissions “firm coverage” insurance shall have fibéowing
aggregate amounts:

(@) One (1) — forty (40) licensees shalirgaa $1,000,000
annual aggregate;

(b) Forty-one (41+) licensees shall car$2,000,000
annual aggregate.

(3) The maximum deductibles, which may be sepatatiictibles,
shall not exceed $2,500 for judgment or settlenzerdt $1,000
for the cost of investigation and defense.

(4) Coverage shall apply for any covered claim resgltirom a
licensed activity that occurred subsequent to Agril 1987
unless such claim had been made against the liedrefere the
present insurance policy's inception or is insurgd previous
insurance policy.

Section 4. Except as provided in Section 5 of tuisninistrative

regulation, coverage may not exclude claims brouagsinst the

insureds arising out of an act or failure to acthoy insured licensee
when performing a professional service for whichli@gnse is
required by the Commonwealth of Kentucky under K328.010.

Section 5. Coverage may exclude claims brought nagathe

insureds, regardless of whether the professionalicgeinvolves an
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activity for which a license is required by the Guonwealth of
Kentucky:
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Arising out of a dishonest, fraudulent, criadiror malicious act,
error, or omission, if committed by, at the direatiof, or with the
knowledge of the insured;

Arising as a result of the insolvency of theured;

Brought about or contributed to by any inapibr failure to pay
or collect premium, escrow or tax money;

Brought about by any employee or former empéogirising out of
the contract of employment with the insured anddgatlg breach
thereof;

Arising out of any injury or damage which timesured either
expected or intended;

For bodily injury, sickness, disease or deathany person or
physical injury to or destruction of or loss of usé tangible
property;

Arising out of libel, slander, defamation dfazacter, false arrest
or imprisonment, wrongful entry or eviction or othievasion of
the right of private occupancy, or publications utterances in
violation of an individual's right of privacy, or aticious
prosecution;

Arising out of services performed by the iriwvhich are subject
to the Employee Retirement Income Security Act 674 as
amended;

Arising out of any violation of the Securitigsct of 1933 as
amended or the Securities Exchange Act of 1934nended or
any state blue sky or securities law or similatestar federal
statutes;

(10) Arising out of the conversion, misappropriaticommingling, or

defalcation of funds or other property;

(11) Brought against a real estate property managédailure to effect

or maintain adequate levels or types of insurance;

(12) Arising out of unlawful discrimination;
(13) Arising out of liability assumed by the insdreunder any

indemnity, hold harmless or similar provisions greements, but
this exclusion does not apply to liability the inst would have in
the absence of such agreements;

(14) Arising out of the insured's business andughd by or on behalf

of an investor, shareholder or partner in any catan, limited

or general partnership, real estate trust or venirwhich the
insured has, or had, a participating interest,otliyeor indirectly,

in the profits or losses thereof, or in connectigth the insured's
activities as an underwriter, sponsor, partnentjor coventurer or
member in any real estate partnership, venturgratisate;

(15) Arising out of, relating to or based upon thispersal, discharge,

escape, release or saturation of smoke, vapors, fsoees, acids,
alkalis, toxic chemicals, liquids, gases or othextemal, irritant,
contaminant or pollutants. Pollutants shall ineludny solid,
liquid, gaseous, thermal, biological or radioactigabstance,
material, matter, toxin, irritant or contaminamgcluding radon,
asbestos, chemicals and waste. Waste shall inohatlerials to be
recycled, reconditioned, or reclaimed.

(16) That are excluded by the Nuclear Energy LigbiExclusion

Endorsement (broad form) filed by the InsurancesiSes Office,
Inc. with the Kentucky Department of Insurance @&ehtified as
form #IL 00 21 11 85.

(17) Arising from the sale or property managemeifit pooperty

developed, constructed or owned by the insurebyany firm or

corporation in which the insured has a financi&tiiest, or by any

firm coming under the same financial control as thsured,

except that this exclusion does not apply and ageeris extended

to claims arising from the sale of real propertsgvyided all three

(3) of the following conditions are met:

(@) The property was acquired by the insured uadguaranteed
sale listing contract; and

(b) The title to the property was only temporatilgld by the
insured during the transit period (not to exceed (i) year)
from acquisition to resale; and



(c) The property is listed for sale during the irentiransit
period; or

(18) Arising out of the interests, operations dndties of the insured
as a mortgage banker or correspondent,
construction manager or property developer (anregswill not
be considered engaging in the activities of an agcagent
merely because the insured holds earnest mone\sidep@ntal
deposits, or similar items).

201 KAR 11:230. Continuing education requirements
RELATES TO: KRS 324.010(7), (8), 324.046(5), 325013, (2),
324.090, 324.160(1)(c), 324.160(4)(u), 324.281(7)

Section 1. Mandatory Continuing Education.
(1) An active licensee, licensed by the commissioror after June
19, 1976, shall meet the requirements of KRS 3Z{18bhy
attending and successfully completing six (6) howb
continuing education courses that are sponsoregmroved by
the commission by December 31 of each calendar. ysar
active license shall receive continuing educaticedit for any
approved course taken, if he or she files withdbemission a
certificate of completion for each course for whicredit is
sought by December 31 of each calendar year. Toeseses
may be taken in one (1) to six (6) hour incremeAfs.active
license shall not be renewed unless the licenseecbaplied
with the provisions of this administrative regudati
An active licensee shall attend a commissippraved core
course once every four (4) years. The core courak s
(a) Satisfy the licensee's mandatory continuing cetion
requirement for the year in which the course igtaland
(b) Be a six (6) hour comprehensive
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escrow ,agent

review of the

requirements of KRS Chapter 324, 201 KAR Chapter 11

common and federal law relating to real estate, dred
standards of practice for a real estate licensee.

When a licensee is first licensed in Kentudkig, or her year of
compliance shall be assigned by the commissiondbagen the
following schedule:
(@) If the licensee's birth month is January, Baby, or March,
the licensee shall take the core course in the@ar of a
four (4) year cycle.
If the licensee's birth month is April, Mayr dune, the
licensee shall take the core course in the secead gf a
four (4) year cycle.
If the licensee's birth month is July, August,September,
the licensee shall take the core course in the tréar of a
four (4) year cycle.
If the licensee's birth month is October, Nober, or
December, the licensee shall take the core courgbd
fourth year of a four (4) year cycle.
Continuing education hours exceeding the amoeguired shall
not be carried forward to the next year's requirgsier used to
reactivate a license in the next calendar year.
Hours of instruction in prelicense real estadeication courses
unless it is the licensee’s year to complete ttre course, shall
be credited to the mandatory continuing educatsmuirements
for the calendar year in which it is taken and cletgn. The
licensee shall submit a transcript or course cotigieertificate
for the prelicense course in order to receive tramvard the
continuing education requirements for that calerygar.

Section 2. Exemptions from the Mandatory Continulducation

Requirement.

(1) The provisions of this administrative regulatishall not apply
to any person licensed by the Commission prior uneJ19,
1976.

(2) A licensee shall not be required to attendrtiouing education
course during the first calendar year in which hestee is first
licensed in Kentucky.

(3) (& An escrowed licensee shall not be requitedattend

continuing education courses while the license nesnm
€SCrow.

©)

(b)
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(d)
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(b) Before a license is changed from escrovactive status, a
licensee shall provide the commission with docurgon of
the completion of the current calendar year's owirig
education requirements.

If the licensee has not completed tloeeccourse in the
previous four (4) years as required, the core @wsisall
become the current calendar year's continuing digmca
requirement for a license changing from escrowctive.

(©

Section 3. Continuing Education Course Criteria.
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One (1) hour of continuing education shall dllewed for each
fifty (50) minutes of actual attendance.
To receive approval, courses shall:
(@) Be in hourly increments from one (150 (6) hours
(b) Be real estate specific
(c) Consist of topics that shall:

1. Enable the student to better understand thkebage

business; and

2. Serve the public.
A course that is motivational or considered ie personal
development in nature shall not be approved.
All course approvals shall expire on Decemi3dr of each
calendar year.
All primary or secondary providers wishing ¢dfer online or
other distance education courses, as outlined 2AR K1:240,
shall be certified by the Association of Real Esthicense Law
Officials (ARELLO) or the International Distance @zhtion
Certification Center (IDECC) as to format and detivsystems of
the program. The commission shall review the cdanterensure
that it meets the requirements outlined in 201 KAR240.

Section 4. Continuing Education Course ProvideruRegents.

@

@
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An education course shall be sponsored by:
(&) An accredited institution;
(b) A school that has been given a cediécof approval by the

Kentucky State Board of Proprietary Education;

(c) An appropriate governmental regulatoogy; or

(d) An approved real estate school as defined KRS
324.010(7)(b).

To apply for approval of a continuing educat@ourse, a provider

shall submit a:

(@) Completed Continuing Education ProvidApplication,
which shall:

1. Include a completed Course Outline fobmken into
fifteen (15) minute increments, to include learning
objectives for the course, teaching methods, aryili
aids, materials, and the policies of the provided

2. Be signed by the sponsor's administratorindicate
compliance with applicable law and the requiremefts
this administrative regulation;

(b) Copy of the Certificate of Approval frothe Kentucky State
Board for Proprietary Education, or the Kentucky
Department of Education, unless the provider is@edited
college or university; or an approved real estafeosl as
defined in KRS 324.010(7).
Completed Real Estate Instructor Appima for each
instructor who will teach the course, as requirg@01 KAR
11:175; and
(d) Copy of all advertising or
continuing education course.
The course provider shall agree that all idtrs shall abide by
the Generally Accepted Principles of Education égapéed by the
Real Estate Educators Association and the commisa® the
standard for classroom performance and comply thiehKREC
Guidelines for Classroom Management.
The commission education director shall sulih@tinformation to
the commission for approval or rejection of the reeuat their
regularly scheduled meeting.
A course and instructor that have been presljoapproved within
the calendar year may be conducted by anothergenuvipon the

(©

brochures veadising the



submission of a short form application and appradwal the

commission staff.

(6) A provider shall:

(@) At least thirty (30) days prior to tlseheduling of a
continuing education course, submit to the commirssi
completed Continuing Education Schedule that idiesti
the course provider, course title and number, ucsbr,
date, time, and location of each class;

(b) Give to each attendee listed on theaeros completed
Continuing Education Completion Certificate;

(c) Within ten (10) days of a continuinguedtion course,
submit to the commission:

1. A completed Continuing Education Attencika
Roster, which shall include the full legal name,
residence address, and other identifying infornmatio
required by the commission, in alphabetical order;

2. Continuing Education Course Evaluatiampleted
by each attendee listed on the roster; and

3. A completed CE Course Evaluation TratisdnForm;

(d) Permit monitoring of the courses andpiction of the
records by the commission; and

(e) Make the course available to all liehsgents, subject
only to space limitations.

(7) The providers’ approval to conduct continuirgglucation
courses may be withdrawn by the commission for:

(a) A violation of the classroom managenwgntielines;

(b) Falsification of attendance informatisnbmitted to the
commission;

(c) Allowing an instructor to solicit bugiss or sell materials
to students in the classroom;

(d) Failure to provide the commission tequired materials in
accordance with this administrative regulation; or;

(e) Conducting courses that were not apgagerior to being
offered.

Section 5. Instructor Requirements.

(1) A course instructor shall:

(@) Have adequate education, knowledgeeapérience in the
topic to be presented;

(b) Have prior teaching experience; and

(c) Be an "approved instructor" under thequirements
established in 201 KAR 11:175.

(2) A licensee who teaches an approved continwgdgcation
course shall be entitled to credit on a hour-fomhbasis. To
obtain continuing education credit, the instrusto@me shall be
added to the attendance roster for the course. twehe
instructor shall not receive credit more than oimca calendar
year for teaching a specific course.

(3) An instructor of an approved real estate cewball receive
credit toward his or her continuing education regments. The
instructor’'s supervisor shall provide the commissiwith a
written notice requesting teaching credit, to iddu the
instructor's name, name of course, dates the couvae
conducted and be signed by the approved schoalsttution’s
authorized representative.

Section 6. Out-Of-State Continuing Education Regmgnts.

A licensee who attends continuing education in la@ostate may

receive approval for continuing education coursesnmleted in

another state provided:

(1) The regulatory jurisdiction where the contmyi education
course is held accepts courses held in Kentuckygdotinuing
education credit in the jurisdiction;

(2) The real estate regulatory agency of the sthere the course is
held approved the course for real estate contineithgcation
credit;

(3) The course shall be taken and completed dutiegcalendar
year for which continuing education credit is sough
Kentucky;
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The course enables the licensee to betterrstaahel the real estate
brokerage business and meets the content critexsaiibed by the
commission;

The licensee submits proof of completion oé tbut-of-state

course to the Kentucky Real Estate Commission tittr@iCourse

Completion Certificate issued by the provider, andOut-of-State

Continuing Education Compliance Form. The docunt@risshall

provide the:

(@ Name and residence address of the license&ingee
continuing education credit and other identifyingprmation
as required by the commission;

(b) Name and date of the course for which cred#ought;

(c) Course number if one exists;

(d) Number of hours completed for which credisasight;

(e) Continuing education provider's name;

(f) A signature from a representative of the aomitig education
provider documenting the licensee’s course attecelan

(9) Regulatory jurisdiction where the course ipraped for
continuing education credit; and

(h) An outline of the course for which continuirgglucation
credit is sought if the outline is specifically tegted by the
commission.

The completion documentation certificate attteoforms shall be

provided to the commission for review within fouate(14) days

of the licensee’s receipt of the certificate frotme tapproved
education provider.

If after review of the materials submittede tommission

determines the course does not merit continuchg&ion credit,

the commission may deny continuing education crédlit the
course. The commission shall notify the licensethisf denial and

a brief explanation of the reasons for denial.

Section 7. Compliance and Delinquency.

@
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The time requirements established in this adstrative regulation

may be extended by the commission if:

(&) A true hardship or other good causer@fewarrants relief;
and

(b) The request for extension and any megudocumentation, is
received in writing on or before February 15 of tadendar
year immediately following the year in which conting
education requirements were not fulfilled.

If a licensee fails to comply with the provis® of this

administrative regulation, the executive director dis

representative shall notify the licensee as sooprastical on or
after January 15 of the next calendar year of diilare to comply.

If the licensee fulfilled the continuing educaticequirements in

the previous year, proof of completion shall benvarded to the

commission on or before February 15.

A license shall not be cancelled for non-fuifient of the

continuing education requirements if the licensdee$ one of the

following steps by February 15:

(a) Places his license in escrow; or

(b) Agrees in writing to a delinquency plamhich includes
completion of the delinquent continuing education
requirements for the previous calendar year orefork June
15; and

(c) Submits a $500 fine which shall be ssed against each
licensee who fails to complete the continuing etiona
requirements outlined in KRS 324.085(1) by the ehdhe
calendar year.

A licensee who places his license in escrogeurthe provisions

of this section shall not reactivate his licenskess he has:

(@) First completed the core course or tharent year's
mandatory continuing education requirements asmaatlin
Section 2(2) of this regulation; and

(b) Paid the fees required by KRS 324.28d ander this
administrative regulation.

A licensee who fails to place his license strew or file the

delinquency plan on or before February 15 immetjidtélowing

the year in which continuing education requirementse not
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fulfilled, shall have his license cancelled ashattdate and shall
not be eligible to renew.
If a licensee fails to complete the requireteerof the
delinquency plan:
(@ The commission shall notify the licenséahe deficiency
on or after July 1;
(b) The deficiency notice shall advise thiz¢ licensee may
request a hearing for the commission to considestiér
the license should be suspended for noncompliarite w
the delinquency plan;
(c) Failure to request a hearing shall ltéaua default order of
suspension; and
(d) Any suspension ordered by the commissidor
noncompliance with the continuing education delemgy
plan shall be for a period of six months.
If the commission suspends the license assaltref a default
order or after hearing, the licensee shall not bewad to
activate his license unless, within ninety (90) flagf the
expiration of the suspension, the licensee;
() First completes the current year's cartig education
requirements;
(b) Submits the required documents to tatesthe license;
and
(c) Pays all necessary renewal and trarisés as required by
KRS 324.287.
If the licensee does not reinstate the licemikin ninety (90)
days following the completion of the suspensioniqukrthe
license shall be cancelled and the licensee shaktnthe
requirements for initial licensure, including reatak the
examination.

Section 8. Records Maintenance.

@

Each continuing education provider shall maimthe following

records in a file for two (2) years following thad of each

calendar year:

(&) A copy of the roster submitted to themenission of
licensees attending the course;

(b) A copy of the Course Evaluation Trartsmhform;

(c) The sign in sheet or registration lised by the provider to
track attendance; and

(d) Any other documentation regarding stiddtendance.

(2) Records containing licensee information shalblestroyed by the

provider.

Section 9. Incorporation by Reference.

@

@

The following material is incorporated by neflece:

(@) "Continuing Education Provider Applicat’,
edition;

(b) "Course Outline", 09/07 edition;

(c) "Real Estate Instructor Application®/07 edition;

(d) "Continuing Education Schedule", 09é@iition;

(e) "Continuing Education Attendance Rdst@®/07 edition;

() "CE Course Evaluation Transmittal Forf9/07 edition;

(g) "Continuing Education Course Evaluatjdi®/07 edition;

(h) "Kentucky Continuing Education Compbeti Certificate",
09/07 edition;

(i) "Continuing Education Short Form Apgtmon”, 09/07
edition;

() "KREC Guidelines for Classroom Managetie 09/07
edition;

(k) "Generally Accepted Principles of Ediima’, as adopted
by the Real Estate Educators Association and threucky
Real Estate Commission, 09/07 edition;

() "Kentucky Core Course Provider Applicait’, 09/07
edition;

(m) "Kentucky Real Estate Commission OuStdte
Continuing Education Compliance Form", 09/07 editio

This material may be inspected, copied, orioleid, subject to

applicable copyright law, at the Kentucky Real Esta

Commission, 10200 Linn Station Road, Suite 201, iswlie,

Kentucky 40223, Monday through Friday, 8 a.m. 804p.m.

09/07
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201 KAR 11:240. Distance education requirements

RELATES TO: KRS 324.046(5), 324.085(1), (2), 3248
Section 1. Definitions.

@

@

©)

"Continuing education course" means a progodrat least three
(3) fifty-(50) minute hours taken primarily to ssfii license
renewal requirements for individuals holding a sadssociate’s
license or a broker’s license.

"Distance education course" means a continathgcation course
or a pre-license course that is taught in a settingre the teacher
and the student are in separate locations andisieatinstructional
methods that include internet-based training, cdemplbased
training (CBT), satellite transmission or telecaoefecing.
"Prelicense course" means a course that iggtisin education
requirement to obtain a real estate sales ass@ciatebroker's
license, generally consisting of forty-eight (4&jyf (50) minute
hours or more.

Section 2. Distance Education Approval Process €&oRequirements.

@
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(@) The design and format of all continuing eamtion and
prelicense courses offered through means of distanc
education shall be certified by the AssociatiorRefl Estate
License Law Officials (ARELLO) or the International
Distance Education Certification Center (IDECC).

(b) Continuing education and prelicenserses conducted for
academic credit in an accredited college or unityerga
interactive television shall be exempt from thiguieement,
but shall satisfy the requirements establishedeatiBn 5 of
this administrative regulation.

Any secondary provider, who obtains an ARELIb® IDECC

certified course from a primary provider or coudsxeloper, shall

obtain the certification as a secondary providdoteethe course
may be offered to Kentucky licensees.

A course shall be offered only in the delivéoymat in which it

was certified. Components of the course may notatded,

deleted or altered by the provider in order to iluldifferent
licensing requirements for a particular jurisdiotio

(@) An instructor for a distance education reeu shall be
approved by the commission pursuant to the reqe@ngsnset
out in 201 KAR 11:175.

(b) Each course shall have an approveduicistlr available to
answer questions from students.

(c) The individual applying for approval as instructor shall
complete the course before submitting the appticato the
commission for its approval.

(@) If the ARELLO or IDECC certification is sttontinued for
any reason, the provider shall immediately notitye t
commission.

(b) Approval of the course shall
recertification.

(c) If the certification for a primary prioler is discontinued for
any reason, any approved secondary provider’'s appsball
also be suspended pending recertification of thiengry
provider.

(@) The commission shall require approvalh& tourse content
as established in 201 KAR 11:170 and 201 KAR 11:230

(b) The content of the course shall be itopic specifically
related to real estate.

(c) License law or regulations from othitaes and general skills
computer classes shall not satisfy this courseerdnt
requirement.

(@) The provider shall be approved by the césaimn and meet
all other requirements for education as outlinedhia KRS
Chapter 324 and its administrative regulations.

(b) A course shall be open to all licensees

be suspendsehding

Section 3. Distance Education Course Requirements.

@

A distance education course shall provide ergstf the material

and be developed in accordance with the followinigiglines:

(a) The material shall be divided into téag units, modules, or
chapters;



(b)

(©
(d)

(e)

(f)

(@)

(h)

(i)

Each unit shall contain learning objectivéisat are
comprehensive enough to ensure that the coursédikeily
be mastered by the student upon completion of the
material;

The course shall provide a structuredrding method

designed to enable students to attain each obgectiv

The course shall provide a means tesasshe student’s

performance on a regular basis during each unit of

instruction and before proceeding to the next unit;

1. The course shall provide a methodtfacking the
length of time a student spends on the course.

2. A student shall not be able to bypassctiurse
materials and advance directly to the end-of-nedu
quizzes or exercises that are included to askess
student’s performance;

Security shall be provided to ensuretthhe student

receiving credit is the one who actually complethe

course;

1. For a continuing education courses student shall
pass a final exam that shall be included as dsé |
module of the course, in order to receive credit.

2. One (1) retake of the final examinatishall be
allowed.

3. Each course shall have an item banik fichich the
final examination questions shall be pulled.

4. The bank shall contain multiple chdteens and have
thirty (30) percent more questions than regloe the
final examination, so that retake exams will hawee
unigue new questions.

5. The final examination shall have a miam of:

a. Twenty-five (25) questions for a th(8ghour
course;

b. Thirty (30) questions for a four (4)un@ourse;
and

c. Fifty (50) questions for a six (6) haourse;

1. A prelicense distance education a@sigall contain a
monitored final examination arranged for the shide
by the instructor for the course.

2. The final examination shall cover both the tean

area covered by the course and the applicableestate

laws and regulations which apply to those content
areas.

3. Each course shall have an item bani fichich the
final examination questions shall be pulled.

4. The bank shall contain multiple chateens and have
thirty (30) percent more questions than requinedhe
final examination, so that retake exams will hawene
unigue new questions.

5. A forty-eight (48) hour course shall nt@n a
minimum of:

a. Seventy-five (75) items; and
b. A ninety-six (96) hour course shall tzon at
least 100 questions.

6. One (1) retake exam shall be allowed;

1. A prelicense final examination shiaé monitored by

the approved instructor for the course or another

individual designated by the instructor who is aoklative

or a business associate of the student.

2. The monitor may be:

a. A certified librarian;

b. A public school administrator;

c. College professor; or

d. Other approved real estate instrustos may be
associated with the school that offers the course

3. The monitor shall sign a statement keabr she is not
affiliated with the student in any way.

4. The monitor shall:

a. Verify that the person taking the ekwation is
the person registered for the course;
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b. Observe the student taking the exam;

c. Assure that the student does not igsecd any

kind;

Assure that a calculator is nonprogreale;

e. Assure that any time limitations oa fimal

examination are not exceeded;

Certify to the provider that all regeinents for

the final examination have been met; and
g. Submit to the provider, a signed aatarized

statement to that effect;

1. Each student shall complete an affidawhich
certifies that he or she has personally complettd
components of the course and the final exam with n
assistance from persons other than the instructor.

2. The certification shall include the elaif completion
and the student’s signature, which may be provided
electronically.

3. Credit may be denied and disciplinatjam taken if it
is determined that a licensee received assistanca
distance education course or the final exam.

o
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(2) (a) To obtain credit for a distance educatiourse, a licensee

(b)

shall complete the course within the time frametsd by
the school for prelicense courses or within themdr year
for continuing education, unless the licensee isygeting
the course to comply with a continuing education
delinquency plan as outlined in 201 KAR 11:230, tor
comply with an order of the commission.

Completion date for all courses shalltbe date the student
completes the final examination with a passing esaafr at
least seventy-five (75) percent.

Section 4. Distance Education Provider Requirements
(1) (& A provider shall submit the appropriateplagation for

@
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(b)

(©)

approval and a copy of the ARELLO or IDECC certtion

form and summary sheet.

The application shall include:

1. A complete copy of the program on thediam that is
to be used,;

2. All hardware or software required toviesv the
material;

3. Alink to the internet site;

4. A copy of the final examination questisank and key
for each course; and

5. A copy of any student materials.

The application and other required doeots shall be

submitted at least forty-five (45) days prior toeth

commission’s meeting date, to allow adequate time f

review.

The provider shall have reasonable oversidta student’'s work
in order to ensure that the student completingwtbek is the one
who is enrolled in the course.

@

(b)

(©)
@

(b)

The provider shall ensure that approvestrictors are
available to assist students who have questiorsdety:

1. The technology used in the delivery;

2. The course content; or

3. The completion requirements.

The provider shall ensure that the aped instructor has
knowledge of both the content and the technologuired to
complete the program.

A student shall not be required to catire than one person
to obtain answers to questions about the course.

The provider shall include a complete deson of the
hardware and software or other technology requingdhe
student in order to complete the course.

The provider shall include an explamatdf the safeguards
against loss of data resulting from inadvertentdhare or
software failure.

The provider shall include a detailed explaratof how the
course measures, documents and records the stateptetion of



the material, and any activities or exercises meguio achieve

mastery of the material.

(6) (a) The provider shall obtain an evaluatioonfreach student
on forms developed by and available from ARELLO or
IDECC, whichever is applicable.

(b) An evaluation may be submitted to theovjer
electronically and a copy of each form shall beunmstd
along with the attendance roster and other docuwsnent
required by the commission for continuing education
courses.

(c) Attendance rosters for each approveatticoing education
course shall be submitted on a semi-monthly basisshall
include:

1. Provider's name;
2. Course name and number assigned by the
commission;

Total enrollment for the month;

Licensee’s full legal name;

Residence address;

Identifying information; and

The date of completion for each studestt that

compliance with various deadlines can be verified.

(d) A completion certificate shall be isdue the student upon
completion of the course and the final exam.

(7) (@ For a prelicensure course, a provider Islisdue a
completion certificate to the student. The docurnrsmdll
contain:

The provider’s name;

Course name;

Number of hours earned;

Beginning and completion date for tbarse;

Student’s full legal name; and

. Residence address.

(b) This document shall be submitted wité student’s license
application.

Section 5. Interactive Television Requirements.

(1) A course offered for academic credit via iatdive television in
an accredited college or university shall not bbjextt to the
ARELLO or IDECC certification requirement, if thelfowing
criteria are met:

(@) There shall be two (2) way audio andewi connections
between the instructor and the student;

(b) College personnel shall be stationedaah remote site to
handle technology problems that may arise and toitmo
attendance of students during the class;

(c) The program shall be one that has Imgeperly approved
by the college accrediting body as fulfilling the
requirements for academic credit; and

(d) Documentation shall be supplied to ¢benmission along
with the application for approval which outlineseth
compliance with this criteria.

(e) The course or program shall be ARELL® IDECC
certified, if any of the requirements in paragrapas
through (d) are not met.

Section 6. Incorporation by Reference.

(1) "Distance Education Information Sheet", 09/0adition,
Kentucky Real Estate Commission, is incorporatedeligrence.

(2) This material may be inspected, copied, or obtaisedject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, iswlie,
Kentucky 40223, Monday through Friday, 8 a.m. {804p.m.
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201 KAR 11:245. Property management procedures
and guidelines
RELATES TO: KRS 324.160(4)(f), (h)
Section 1.
(1) A licensee shall not engage in property mamage without a
current written property management agreement.
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(2) A property management agreement shall contain:

(@ The business name and address of the liceagedt's
company;

(b) The name and address of the owner;

(c) The address of the real estate being managgdhe number
of units;

(d) The date when the agreement begins and endis provision
stating whether the owner agrees or not to autonaatnual
renewal;

(e) A provision stating the method for early teration;

() The amount of, or the method for computing #rount of
compensation to the licensee;

(g The amount of or the method of determining thi@imum
security deposit to be collected from tenants fache unit
managed;

(h) The name and address of the bank where thieske's escrow
account is kept where the security deposit wilhbkel together
with the account number. This information shalloalse
contained in the lease;

(i) A provision which is in accord with KRS 383®%8etting forth
the procedures governing returning or retaining skeurity
deposit. This provision shall also be containeth@lease;

() A provision setting forth the conditions underich the
licensee is authorized to pay expenses relataukbtoetl estate
being managed;

(k) A statement setting forth the date when tberisee shall send
the owner an accounting of the transactions reltatatie real
estate being managed;

() A copy of the form of the lease document whibk licensee
shall have the tenant sign shall be attached tagheement;

(m) A provision whereby the owner certifies thathas received a
duplicate copy of the agreement and the attachesk lform;
and

(n) The signature and date of signature of the owner the
licensee.

Section 2.

@
@)
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4)
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®)

An owner ledger, in electronic or written forehall be maintained

for each owner of real estate being managed.

A tenant ledger, in electronic or written foretall be maintained

for each tenant renting real estate being managed.

(&) Areceipt shall be given for money recdive

(b) Money received shall be deposited into an cescror
management account of the licensee without unreasen
delay. Licensees who have an ownership in the estite
being managed shall comply with the requirementXRS
383.580.

(c) The amount of money received shall be enteredthe owner
and tenant ledgers, by unit.

Expenses paid by an agent shall be documdmyethvoice or

receipt, by unit. Documentation shall be retainéth & licensee's

records.

Adjustments to a security deposit shall be enadaccordance with

KRS 383.580. Adjustments shall also be enterecherotvner and

tenant ledgers, by unit.

A licensee shall send a monthly accountingato owner of

transactions:

(@) Related to the real estate being managedyibyand

(b) Entered on the owner and tenant ledgers, iy un

Within sixty (60) days of the termination of management

agreement, a licensee shall send the owner adgwunting. The

final accounting shall contain transactions thatoed after the last

monthly accounting.

A licensee who owns the real estate being gethahall:

(@ Comply with the accounting requirements refatio receipt,
deposit and adjustment of tenant security depasits;

(b) Be exempt from the other accounting requirgnseecified in
this administrative regulation.



Section 3. A broker shall retain property managenagreements,
leases, monthly statements, owner and tenant kdgerd bank
statements relating to property management for(&ygears.

Section 4. A tenant security deposit shall be démbsnd maintained
in an escrow account in compliance with KRS 324. Allicensee who
has an ownership in the real estate being mandggdcemply with
the requirements of KRS 383.580.

201 KAR 11:250. Listing and purchase contracts and
other agreements entered into by licensees; provisis
required — seller-initiated re-listing request distéosure form
RELATES TO: KRS 324.160(4)(v), (w), 324.281(5)

Section 1. Listing contracts shall include the:

(1) Listing price of the property, unless the sal® be by auction;

(2) Date and time of the signing of the listinghtact for all parties
who sign;

(3) Date and time of expiration of the listing trat;

(4) Fee or compensation agreed upon;

(5) Street, address or location of the real etitigsl for sale;

(6) Signatures of all owners;

(7) Special directions of the owner concerning ithtions on
showings and sub agency restrictions; and

(8) Date and time for initialing of all changestbe contract.

Section 2. An offer to purchase or a counteroffeppred by or at the

direction of a licensed agent shall include the:

(1) Purchase price, the amount of contract degogn and who is to
hold the deposit;

(2) Date and time of signing of the offer or caroffer for all parties
who sign;

(3) Date and time when the offer or counteroffgires;

(4) Street, address or a general descriptioneofdhl estate sufficient
to identify the parcel;

(5) Names of the offering party and the agent piepared the offer
or counteroffer; and

(6) Provision setting forth the date by which tiesing shall occur
and when possession shall be given to the buyer.

Section 3.

(1) If a licensee presents an offer to purchaskesate for which
an executory contract to sell the property is ayea existence,
the offer shall indicate in writing that the offex contingent
upon the nonperformance of the existing executomntract by
inserting the following provision in the offer: "Eh offer is
submitted as a back-up offer, which means the ptpps
subject to a previously-accepted offer which hasripy over
this offer."

(2) The provision required in subsection (1) af gection shall be:
(&) Inserted by the licensee who prepares the wffeurchase, if

he is aware of the existing contract; and

(b) Made by the listing licensee as a counteroffer
Section 4. Contracts to contain financing provision A contract
providing for the purchase of property shall speally state:

(1) The manner in which the purchase shall be fiednand

(2) The amount of any encumbrance and whether itoisbe
underwritten by the seller or a commercial ingtitut or
otherwise.

Section 5. Any agreement for compensation froficensee to his or

her client or customer shall be in writing. Ifieehsee fails to comply

with the requirement in this section, the licensesdnduct shall be

considered improper and in violation of KRS 324 (16().

Section 6. Negotiating a subsequent listing agreéméth another

broker.

(1) Prior to the expiration of an original listiagreement;
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(@) Another real estate broker, or sales assoofthe broker,
shall not contact the seller to obtain a subsegtlisting
agreement; and

(b) The seller may contact another real estatkebrto obtain a
subsequent listing agreement.

(2) Another broker, or sales associate of the brakey enter into a
subsequent listing agreement with the seller, if:

(&) The seller initiated contact with the licemde discuss a new
listing agreement;

(b) The new listing agreement will take effect ngbe expiration
of the current listing agreement; and

(c) The commission’s Seller-Initiate Re-Listing drest
Disclosure Form is properly completed and signethb seller
and licensee. The form shall provide:

1. The seller's affirmation that the seller ini&dt contract
with the licensee to discuss a new listing agre¢men

2. The date on which the seller contacted the dieento
discuss a new listing agreement; and

3. The signatures of the seller and the licensekjding the
date and time that the seller and licensee sigretbtm.

(3) If alicensee fails to comply with the requiremis in this section, the
licensee’s conduct and dealings will be considémgatoper and in
violation of KRS 324.160(4)

Section 7. Incorporation by Reference.

(1) "Seller-Initiated Re-Listing Request Disclosurorm", July 2009,
is incorporated by reference.

(2) This material may be inspected, copied, omioled, subject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, iswvlle,
Kentucky 40223, Monday through Friday, 8 a.m. 804p.m.

201 KAR 11:300. Use of facsimile and electronic-nia
transmissions, electronic storage

RELATES TO: KRS 324.281(5), 324.282

Section 1. Facsimile Transmissions.

(1) A licensee may use facsimile (FAX) devices ttansmit and
receive documents according to the provisions ofs th
administrative regulation.

(2) A copy of a document transmitted by FAX deviskall be
immediately mailed by regular mail, postage pregaid properly
addressed, to the person to whom the FAX transomsss
transmitted.

(3) A document received by FAX device shall benediately placed
in the licensee's file as required under 201 KARG2.

Section 2. If a licensee complies with Section thi§ administrative

regulation, the time of delivery of a document smaitted by FAX

device, and a document required to be submitteceu201 KAR

11:045, shall be the time of transmission by FAXide.

Section 3. Electronic-mail Transmissions.

(1) A licensee may use electronic mail to transmitd receive
documents according to the provisions of this adstrative
regulation.

(2) A copy of a document received by electronic Inghall be
immediately mailed by regular mail, postage prepaid! properly
addressed to any participating licensee who reguesopy of the
document. A document received by electronic maidlisibe
immediately placed in the licensee's file as resfiiunder 201
KAR 11:062.

Section 4. If a licensee uses electronic mail mgmit and receive

documents, in accordance with section 3 of this iachnative

regulation, the time of delivery of the electrotliganailed document
shall be the time that it is sent from the origoma electronic-mail
system.



201 KAR 11:350. SELLER’S DISCLOSURE OF PROPERTY CONDITIONS FORM

RELATES TO: KRS 324.360

Section 1. The “Seller Disclosure of Property Céindi' form established in Section 2 of this admiirtive regulation shall be completed and signed as
required by KRS 324.360 by a seller of resideméial estate.

Section 2. “The Seller Disclosure of Property Ctindi' form shall be in the following format:

SELLER DISCLOSURE OF PROPERTY CONDITION

The information in this form is based upon the usmed’s observation and knowledge about the pteering the period beginning
on the date of his or her purchase of it on:

d eraging on

(date of purchase) (date of thisn)

PROPERTY ADDRESS:

This form applies to sales and purchases of resaenal estate. This form is not required for:

1. Residential purchases of new homes if a warrant§fésed;
2. Sales of real estate at auction; or
3. A court supervised foreclosure.

PURPOSE OF STATEMENT: Completion of this form shedltisfy the requirements of KRS 324.360 which nadéesl the seller's
disclosure of information about the property halisut to sell. This disclosure is based solelyhenseller's observation and knowledge
of the property's condition and the improvemengsehn. This statement shall not be a warranty bys#iler or seller's agent and shall
not be intended as a substitute for an inspectiomaoranty the purchaser may wish to obtain. Thi statement of the conditions and
information concerning the property known by thélese Unless otherwise advised, the seller doespussess any expertise in
construction, architectural, engineering, or ameotspecific areas related to the constructionoodition of the improvements on the
property. Other than having lived at or owning fheperty, the seller possesses no greater knowld#un that which could be
obtained upon a careful inspection of the propbytithe potential buyer. Unless otherwise advisee,seller has not conducted any
inspection of generally-inaccessible areas sudhe$oundation or roof. It is not a warranty ofyddnd by the seller or by any agent
representing any seller in this transaction. ha$ a substitute for any inspections. Purchasencouraged to obtain his or her own
professional inspections.
INSTRUCTIONS TO THE SELLER: (1) Complete all numééritems. (2) Report all known conditions affectihg property. (3)
Attach additional pages, if necessary, with yognature and the date and time of signing. (4) Cetaghis form yourself or sign the
authorization at the end of this form to authotize licensee to complete this form on your belmalidcordance with KRS 324.360(9).
(5) If some items do not apply to your propertytavwr'not applicable.” (6) If you do not know thesaver to a question, write
"unknown."
SELLER'S DISCLOSURE: As seller, I/we disclose tloidwing information regarding the property. Thigormation is true and
accurate to the best of my/our knowledge as ofdiie signed. Seller authorizes the agent to proaidepy of this statement to a
person or entity in connection with actual or aptited sale of the property or as otherwise praliole law. The following are not the
representations of the agent.
Please answer all questions. If the answer isptease explain. If additional space is neededtheseeverse side or make attachments.
1. HOUSE SYSTEMS YES NO UNKNOWN
Any past or current problems affecting:
() PIUMDING ov e e e e
(D) Electrical SYSIEIM ... e e e e e
(C) APPIIANCES. .. et e e e
(d) FIoOrs and WallS. .. .......oo oo e e e e
(€) DOO0rS and WINAOWS ... ...uuiiitie ci it e et e et e et e e e et een e e aenanas
() Ceiling and attic fans .........coi i ————
(O) SECUNLY SYSIEM ..ttt e e et e e e e e e e e e e
() TS 1 1] o 100 2] o
(i) Chimneys, fireplaces, INSEIMS .......c.oii it e e e e e e
() PoOI, hot tubS, SAUNA .. .cvie e e e e ——
O TS o €0 L= =321 1= o

() Heating.........ooovvveiii i i, A0C _ o _
(m) Cooling/air conditioning.................... A0C _ _ _
Explain:
2. FOUNDATION/STRUCTURE/BASEMENT

(&) Any defects or problems, current or pasthéfoundation or slab? ..................
(b) Any defects or problems, current or pasthwdtructure or exterior veneer?........
Explain:
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8.

(c) Has the basement leaked at anytime sincéhgwa owned or lived in the property?
(d) When was the last time the basement leaked?
(e) Have you ever had any repairs done to therbast?................cccoovviee v,
() If you have had repairs done to the basenmaative to Ieaklng
when was the repair performed?
Explain:

(g) If the basement presently leaks, how ofteesdbleak? (e.g., every time it
rains, only after an extremely heavy ratin,)e
(h) Have you experienced, or are you aware of, anyneatdrainage problems with
regard t0 the Crawl SPACE?. ... .. cu it e e e e e e e e
ROOF
(a) Age of the roof ?
(b) 1. Has the roof leaked at any time since yawelowned or lived in the property?
2. When was the last time the roof leaked?
(c) 1. Have you ever had any repairs done tadb ..................c.ocoiiiii i,
2. If you have ever had the roof repaired, wheas the repair performed?
(d) 1. Have you ever had the roof replaced?.............oociiieii i
2. If you have had the roof replaced, wheis ¥he replacement performed?
(e) If the roof presently leaks, how often dodsaik? (e.g., every time it
rains, only after an extremely heavy rain,)et
(H 1. Have you ever had roof repairs that involpdacing shingles on the roof instead
of replacing the entire roof?
2. If you have ever had roof repairs that involpéating shingles on the roof
instead of replacing the entire roof, when wasrépair performed?
LAND/DRAINAGE
(&) Any soil stability problems?..........ooo e e
(b) Has the property ever had a drainage, flogdinggrading problem?..................
(c) Isthe property in a flood plain Zone?........c.cceiii it
(d) Is there a retention/detention basin, porkk lareek, spring, or
water shed on or adjoining this property? ...... oo
Explain:
BOUNDARIES
(a) Have you ever had a staked or pinned surf/éyeqroperty?..........ccoevevnnnn.
(b) Do you know the boundaries?..........cooviiie i e
(c) Are the boundaries marked iN @anNy Way?........c.ccuuvevunnscmmmmme e eeeeeeveneeennns
(d) Are there any encroachments or unrecorded easenadatiag to the property of
WHICh YOU @re @Ware? ...t e e e e e e e e e e aanas
Explain:

WATER
(8) 1. Source of water supply
2. Are you aware of below normal water sypplwater pressure? ......................
(b) Is there a water purification system or softeremaining with the house?..............
(c) Has your water ever been tested? If yeg gggults
Explain:
SEWER SYSTEM
(a) Property is serviced by:
Category I. Public Municipal Treatment Facility..............cccooveeiiiiiviiine s
Category Il. Private Treatment FacCility;...........cooiiiaie i
Category lll. Subdivision Package Plant;.............c.oooiaiiii i,
Category IV. Single Home Aerobic Treatment 8gs{AKA: “Home Package Plant”)
Category V. Septic Tank with drain field, lagoavetland, or other onsite dispersal;
Category VI. Septic Tank with dispersal to #site, multi-property cluster treatment
A1 (=101 PP
7. Category VII. No Treatment/UNKNOWN..........ovveiitiie i e e e e e e
(b) For properties with Category 1V, V, or VI systs:
Date of last inspection (sewer):

oukhwnNE

Date of last inspection (septic): Date last cleaned (septic):
(c) Are you aware of any problems with the sewetan?.............ccccccvvveeeeee i,
Explain:

CONSTRUCTION/REMODELING
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(a) Have there been any additions, structuralifications, or other alterations made?.........
(b) Were all necessary permits and governmentoapfs obtained?................ccccceve .
Explain:
9. HOMEOWNER'S ASSOCIATION
(a) 1. Isthe property subject to rules or regofet of a homeowner's association?.............
2. If yes, what is the yearly assessmerg?
(b) Are you aware of any condition which may fesuan increase
IN tAXES OF @SSESSIMENTS? ... \.t it iit it it et et et et e e e
(c) Are any features of the property shared inm@m with adjoining
landowners, such as walls, fences, drivewatgS?.........coovviieeiieeiie e e,
Explain:

10. MISCELLANEOUS
(&) Was this house built before 197872 ......c..oiiiii i e e e
(b) Are you aware of any use of ureaformaldehgdbgstos materials, or
lead based paint in or on this home?....... ...t
(c) 1. Are you aware of any testing for radon gas?............cccoi i
2. Results, if tested
(d) Are you aware of any underground storagegaoki septic tanks,
field lines, cisterns or abandoned wellgtmproperty?...........ccoo i nnns
(e) Are you aware of any present or past wooeksitaftion (i.e. termites,
bores, carpenter ants, fungi, etc.)?... e e
(H Are you aware of any damage due to wood hatam” .....................................
(g) 1. Have the house or other improvements egenlireated for wood infestation?
2. If yes, when, by whom, and any warrartties

(h) Are you aware of any existing or threatereghl action affecting this property~..........
(i) Are there any assessments other than propsagssments that apply

() Are you aware of any violations of local, t&taor federal laws, codes,

or ordinances relating to this property?...... oo e
(k) Are you aware of any other conditions which defective with regard

L(0 IR 1 1T o] 0] o111 272
() Are there any environmental hazards knowsetber?................c.ccoovii e,
(m) Are there any warranties to be passed ON?........cocueeuieiiiiiiie it e,
(n) Has this house ever been damaged by fire or othastér (i.e., tornado, hail, etc.)?

If yes, please explain:
(o) Are you aware of the existence of mold or ofa@gi in the property?........cccccovvveeere.n.
(p) Has this house ever had pets living in it? ...... oo,

If yes, Explain
(q) Is the property in a hisStoric diStriCt?. ..o

SPACE FOR ADDITIONAL INFORMATION

The seller has owned this property since (date) and makes these representatinsioce that date. Seller
agrees to immediately notify Buyer of any changbgtv may become known to seller prior to closing.

Seller Date Seller Date

* *% * *%k%k * *% *kkk *% * * *% * *k kK * *kkk * *% * *k kK * *%

THE LICENSEE NAMED HERE ( HAS BEEN REQUESTED BY THE OWNER TO COMPLETE
THIS FORM AND HAS DONE SO. | HEREBY AGREE TO HOLBARMLESS THE NAMED LICENSEE FOR ANY
REPRESENTATION THAT APPEAR ON THIS FORM IN ACCORDANE WITH KRS 324.360(9).

Seller: Date

THE SELLER REFUSES TO COMPLETE THIS FORM AND ACKNOWWDGES THAT THE AGENT SHALL SO INFORM THE
BUYER.

Seller: Seller:

Date: Date:

THE SELLER HAS REFUSED TO COMPLETE THIS FORM AND I$/REFUSED TO ACKNOWLEDGE HIS FAILURE TO
COMPLETE THE FORM

Broker/Agent: Date:

THE BUYER ACKNOWLEDGES RECEIPT OF THIS FORM.
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Buyer Date
THE SELLER MAY DISCLOSE ADDITIONAL INFORMATION NOTREQUESTED OF THIS FORM AND MAY RESPOND TO
ADDITIONAL INQUIRIES OF THE BUYER.
Section 3.

In addition to the information specified in $en 2 of this administrative regulation, the sefialisclosure of property conditions form set out

@

@

©)

it shall also include the following additional imfoation:

Buyer Date

(@) The property address, which shall appear aofnef each page of the form; and

(b) The initials of all parties who sign the forim¢luding the date and time for the initialing, eflwhich shall appear at the bottom of each page

of the form.

If the property that is the subject of the eellisclosure of property form is listed, the figtiagent shall solicit the initials of all propedwners-

sellers and the date and time for the initialinthattime he or she executes any listing agreeoresimilar agreement by which a licensee intends

to market the property.

If the property that is the subject of the exelisclosure of property condition form is notdi$, any licensee involved in the transaction shall

solicit:

(&) The initials of all property owners-sellers ahd date and time for the initialing; and

(b) The initials of all prospective buyers and tla¢e and time for initialing.

201 KAR 11:400. Agency disclosure requirements
RELATES TO: KRS 324.160(4)(e), (n)
Section 1. Definitions.

@)

@)

©)

4

®)

(6)

(1)
®

)

"Business relationship" means any arrangenveméreby a

licensee and a party have or had a mutual finaramgloing

interest in any company, corporation, or other meeproducing

venture, including any prior representation by kicensee for

the party’s purchase or sale of real estate, bas admt include

the current real estate transaction.

"Commercial transaction" means a transaabitver than the sale

of a single-family residential property, multifagnilproperty

containing four (4) units or less, single-familysidential lot, or

agricultural property.

"Confidential information" means information ath would

materially compromise the negotiating position oparty or

prospective party to a real estate transactionsiflased to the

other party.

"Contact" means discussion or correspondehetveen a

licensee and an identified prospective party invmvthe

licensee’s services related to a mutually-contetaplaeal estate

transaction.

"Delivery" means delivery of an item to a tyaor prospective

party by:

(a) Mall;

(b) Facsimile transmission;

(c) Electronic mail;

(d) Messenger; or

(e) Hand.

"Family relationship” means any known faniili@lationship

between a licensee and party regardless of distaficthe

relationship.

"Party” means one represented by a realeslitansee;

"Personal relationship” means a platonic or phatonic

friendship between a licensee and a party.

"Prospective party" means a person who:

(@) Has contact with a licensee; and

(b) Has not entered into a brokerage agreemehtaviicensee
relative to the contemplated transaction.

Section 2. The provisions of this administrativgulation shall not
apply to a:

1)
()
®)

Sale of real estate at auction;
Property management of real estate; or
Commercial transaction.

Section 3. Prospective Party Information.

@

A licensee shall complete either the "Consurfgride To
Agency Relationships (For Companies That Allow Oblyal
Agency {No Designated Agency} - Model Policy)" ohe
"Consumer Guide To Agency Relationships (For Corigsan
That Allow Designated Agency & Dual Agency - Model
Policy)", whichever is applicable, and deliver ib tthe
appropriate prospective party prior to:
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©)

4

®)

(@) Receiving confidential information from a prestive party
relative to a mutually-contemplated real estatasaation;

(b) Entering a representation agreement or sulmitth offer to,
or on behalf of, a prospective party; and

(c) The conclusion of the second contact betweenlitensee
and a prospective party.

The commission’s Consumer Guide to Agency Rwmlahips

Model Policies and the Agency Disclosure Statemeshall

provide:

(@) Relationships available between the licenseeprospective
party in Kentucky;

(b) The specific relationship proposed betweenlitensee and
prospective party;

(c) The name of the licensee completing the folme, ntame of
the principal broker of the licensee, and the narhdéhe
licensee’s real estate company;

(d) The name of the prospective party; and

(e) The signature and date of signing by the pretseparty.

(@) The commission’s "Consumer Guide to Agency

Relationships" model policies may be revised byraker to
include the broker's company-specific informatiarcluding
logos, and any other revisions which shall contiti change
or changes in the form of either or both modeiqies.

(b) Model policies that have been properly revibgda broker

may be completed and delivered by the broker to a

prospective party as substitutes for the commisséguired
model policies, to satisfy the requirements setinection
3 of this administrative regulation.

(c) A licensee shall solicit the signature of a mer on the
appropriate consumer guide as an acknowledgemeirieby
consumer of his or her receipt of it and as evideofthe
licensee’s compliance with this provision.

(@) An"Agency Disclosure Statement" that hasrbdeveloped

by the broker or sales associate shall be suliittéo  the

commission for its prior approval.

(b) The general counsel of the commission shall:

1. Review the form;

2. Make a recommendation to the commission that t
form be approved or disapproved; and

3. Inform the broker or sales associate of thermsion's
decision.

The agency disclosure statements shall be givghe consumer

and signed at the time a buyer is making an offiera the time a

seller is reviewing that offer.

(@) A licensee shall complete Section | of the AyeBisclosure
Statement if the real estate transaction invohgenes from
two (2) different companies. In such transactidhs,licensee
shall provide on the appropriate lines the licelsseame and
the name of the real estate brokerage company alihghe
name of the principal broker for that company. Tihensee
shall then present the appropriate Agency Disclosur



Statement to the buyer or seller, whichever appl@sthat

person’s signed consent, which shall be providedhin

"Consent" section, appearing at the bottom of tigenkty

Disclosure Statement.

(b) A licensee shall complete Section Il of the eAgy
Disclosure Statement if the real estate transadtivolves
two (2) agents in the same real estate brokeragmany.

In such transactions, the licensee shall desigwatther

the transaction involves designated agency or dgahcy

by checking the appropriate box.

1. If the real estate transaction involves desigphat
agency, the licensee shall complete Section II,
providing on the appropriate line the name of the
agent representing the buyer and the name of thet ag
representing the seller. The licensee shall alewige
on the appropriate line the name of the real estate
brokerage company whose principal broker and
manager or managers shall be the dual agents in the
designated-agency transaction. The licensee sl t
present the appropriate Agency Disclosure Statement
to the buyer and seller for their signatures, whshahll
be provided in the "Consent" section, appearintget
bottom of the Agency Disclosure Statement.

2. If the real estate transaction involves duahagethe
licensee shall complete Section II, providing oe th
appropriate line the name of both agents involved i
the transaction. If an agent has any business|yfaami
personal relationship with the other party, thee th
agent shall explain the nature of the relationship
relationships in the space provided for that
information. The licensee shall then present the
appropriate Agency Disclosure Statement to the buye
and seller for their signatures, which shall bevjated
in the "Consent" section, appearing at the bottdm o
the Agency Disclosure Statement.

(c) If the real estate transaction involves onlg ¢h) agent, the
licensee shall complete Section Ill, providing ohe t
appropriate lines the licensee’'s name and the rantiee
real estate brokerage company involved in the aetien.

1. Ifthe agent will be representing both the bugma the
seller in the transaction, the licensee shall
acknowledge that by marking the first box in Seattio
Ill, which states that the agent will be a dualragéf
the agent has any business, family, or personal
relationship with either the buyer or seller in the
transaction, then the agent shall explain the patdir
the relationship or relationships in the space jolexy
at the end of the information presented for th&t fiox
in Section Ill. The licensee shall then present the
appropriate Agency Disclosure Statement to the buye
and seller for their signatures, which shall bevjated
in the "Consent" section, appearing at the bottdm o
the Agency Disclosure Statement.

2. If the agent will be representing only one (f)tte
parties or none of the parties in the real estate
transaction, then the licensee shall acknowledgé th
by marking the second box in Section Il and ong o
(1) of the boxes that follow it, identifying whigarty,
if any, the agent will be representing in the
transaction. The second box in Section Il shall be
checked if a real estate transaction involves asébe
by owner" seller, an unrepresented buyer, or a
transaction brokerage situation. The licensee shall
present the appropriate Agency Disclosure Statement
to the buyer and seller for their signatures, wishahll
be provided in the "Consent" section, appearinteat
bottom of the Agency Disclosure Statement.

Section 4. Incorporation By Reference.
(1) The following material is incorporated by reface:
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(@) "Consumer Guide To Agency Relationships (Fom@anies
That Allow Only Dual Agency - Model Policy)", March
2006;

(b) "Consumer Guide To Agency Relationships (FomPanies
That Allow Designated Agency & Dual Agency - Model
Policy)", March 2006;

(c) "Agency Disclosure Statement - Buyer", Marcl®d@0and

(d) "Agency Disclosure Statement - Seller”, Mar€l0&.

(2) This material may be inspected, copied, or iokth subject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, iswlie
Kentucky 40223, Monday through Friday, 8 a.m. t804p.m.

201 KAR 11:410. Broker duties pursuant to designate
agency
RELATES TO: KRS 324.121, 324.160(3)
Section 1. Definitions.
(1) "Confidential information” means informatiomat:

(a) Is provided to a designated agent by a seligsrospective
buyer of real estate;

(b) Describes or affects the provider's negotiatibargaining
position or motivation;

(c) Is not required by law; and

(d) Will not constitute fraud or a dishonest degli if not
disclosed.

(2) "Designated agent" means a person designatesignt to KRS

324.121(1).

Section 2. A principal broker who appoints a deatgd agent shall:
(1) Require that all documents that contain comfidé information
relating to a client;

(@) Be kept in an individual file maintained by tipeincipal
broker and accessed only by the principal brokerthar
designated agent appointed by the principal broter
represent the individual; and

(b) Not be accessible to another licensee excepe@sred by
KRS 324.160(3);

(2) Implement a system to maintain confidentidioimation. The
system shall:

(@) Prohibit an employee from assisting more tlmare (1)
designated agent in the same transaction, if ttsigaated
agents represent different clients in that transart

(b) Prohibit discussions between a designated taged client
concerning confidential information of the clienttlwn the
office unless the conversation occurs in an enwirem
which allows appropriate privacy;

(c) Prohibit the disclosure of confidential infaation by office
personnel and clerical staff; and

(d) Require notification to each client involved a transaction,
if the principal broker becomes aware of an unaigkd or
inadvertent disclosure of confidential informaticelating to
that transaction;

(3) Require a licensee to disqualify himself froging appointed as a
designated agent for a party if the agent has vedetonfidential
information concerning the other party to the testion.

201 KAR 11:420. Standards for internet advertising

RELATES TO: KRS 324.117(6)

Section 1. A real estate company’s Internet honge ghall include the

following information:

(1) The company’s full, nonabbreviated name a®onded with the
Kentucky Real Estate Commission or the name ofréla¢ estate
company's principal broker;

(2) A statement indicating the principal brokefai Kentucky licensed
real estate broker if the principal office locatii outside of
Kentucky; and

(3) A street address and phone number for the coypgarincipal
office.



Section 2. A real estate Internet real propertyeaitement of a

licensee, or offer or solicitation to provide brokge services by a

licensee, related to marketing or identifying rpedperty for sale or

lease shall include the name of the principal brakethe company
with whom the licensee is affiliated pursuant toB24.010(6) and

324.010(14) or the name of the real estate compatiywhich the

licensee’s license is held.

Section 3. A nonprincipal broker real estate lie&'s Internet home

page shall include:

(1) The licensee’s name;

(2) The principal broker with whom the licensseaffiliated or the
name of the real estate company recorded with teetucky
Real Estate Commission with which the licenseetenise is
held;

(3) A statement indicating the licensee holds atleky license to
broker real estate if the licensee's principal fess$ location is
outside Kentucky;

(4) The regulatory jurisdiction of the license@gncipal business
address; and

(5) A street address and phone number for thediee's principal
business location.

201 KAR 11:430. Procedure for criminal records
background check: disciplinary action against licesees for acts
committed before or during the application process
RELATES TO: KRS 324.045, 324.990, 28 CFR 16.30633
Section 1. Prior to taking a licensure examinatim applicant shall
request a copy of the applicant's identificatiorord.

(1) The applicant may request a copy of his or identification
record from the Federal Bureau of Investigationspant to the
provisions of 28 CFR 16.30 to 16.33 or from any eoth
commission-approved criminal background-checkingviater
or company furnishing identification records thatre a
comparable to those provided by the Federal Bureu
Investigation, as determined by the commission.

(2) An applicant seeking licensure through a nexipl agreement
shall request the Federal Bureau of Investigataeniification
record, or the identification record of a commissapproved
alternate provider, prior to applying for licensuvdth the
Kentucky Real Estate Commission.

Section 2.

(1) Upon receipt of the identification record betFederal Bureau
of Investigation, or a commission-approved alteznattovider,
the applicant shall:

(a) Submit the original identification record tcetiReal Estate
Commission within five (5) days of the applicant&ceipt
of it if the identification record reveals:

1. Any felony conviction regardless of when the
conviction occurred; or

2. A misdemeanor conviction within the five (5)aye
previous to the applicant’s receipt of the idenéfion
record;

(b) Submit the identification record to the Reabtdie
Commission at the time of application if it doest no
indicate:

1. Afelony conviction at any time; or
2. A misdemeanor conviction within the previousefi
(5) years.

(2) If the Real Estate Commission receives antifieation record
which reveals a felony conviction, or a misdemearanviction
within the previous five (5) years, the Real Es@mmmission
shall investigate the conviction and may, at itscrition,
investigate any charges that are revealed by thatifitation
record or any other evidence of dishonesty, unfultlss, or
bad reputation of the applicant.

(3) Following the completion of the investigatiahe Real Estate
Commission shall review the investigation repod ahall:

(@) Order the applicant to appear before the casion for a
hearing pursuant to KRS 324.045 and Chapter 13B; or
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(b) Allow the applicant to proceed with the licans application
without a hearing if the Real Estate Commissioreufeines
the conviction does not necessitate a hearing patdo KRS
324.045.

(@) If a hearing is ordered under subsegt®)(a) of this section,
the applicant shall appear before the Real Estaterfiission
or the Real Estate Commission’s authorized reptatea
pursuant to KRS Chapter 13B.

(b) The hearing shall determine whether the apptieneets the
standards of KRS 324.045 and shall consider:

1. The nature of the crime;

2. Whether the crime indicates the applicant’s
untrustworthiness or incompetence in a manner that
threatens the public interest;

3. Any evidence of honesty,
reputation of the applicant;

4. Evidence of rehabilitation by the applicantcsinthe
crime;

5. Whether the applicant has received written icomation
from a principal broker willing to accept the apgpint as
an associate upon licensure;

6. Whether the applicant is currently under prioat
parole, or other state supervision or reporting
requirements as a condition of any criminal sergenc
and

7. Other information relevant to the applicanitedss to
broker real estate.

If an authorized representative conducts thearihg, the

authorized representative shall recommend to thal Fstate

Commission whether the applicant meets the stasdafKRS

324.045. The Real Estate Commission may accept the

recommendation, reject the recommendation and entaparate

order, or remand to the representative for furihrerceedings in
accordance with KRS Chapter 13B.
(& 1. Following the hearing, the Resldte Commission
shall either approve or yléhe application and notify
the applicant of its decision along with a briefjtten
explanation of the reasfumsts decision.

2. The applicant may proceed with the licensure
application if the Real Estate Commission state#sin
order that the applicant may proceed with the Bcee
application.

3. The Real Estate Commission’s order shall prwd
expiration date by which the applicant shall take t
licensure examination.

4. If the Real Estate Commission denies the agiidic,
the Real Estate Commission shall indicate in itegrif
and when, the applicant will be eligible to subrait
subsequent licensure application.

(b) If the Real Estate Commission’s order indisatee applicant
may proceed with the licensure application, theliappt
shall submit a copy of the order to the Real Estate
Commission with the licensure application.

(c) Failure to produce the order shall constigiteunds to deny
the licensure application.

(d) The application of an applicant who is, a thme of filing,
under probation, parole, or other state supervisamm
reporting requirements ordered by any court of the
commonwealth may be denied by the commission, st it
discretion. If the commission denies an applicatmsed
upon one or more of these grounds, the applicany ma
reapply for licensure after the period of probatiparole, or
other state supervision or reporting requiremeatsdnded.

An issued license shall be revoked if, while applicant, the

licensee:

(@) Received an identification report indicating falony
conviction, or a misdemeanor conviction in the pras five
(5) years and the applicant did not submit the mepw the

truthfulness, and good



®

Real Estate Commission for investigation as requivg
subsection (1)(a) of this section;
(b) Failed to request the report as required by dbction; or
(c) Failed to submit the identification report witthe
application for licensure, as required by subsectib)(b)
of this section.
If an applicant has engaged in any unlicenselldrage activity
within this commonwealth, the applicant shall, prim the
issuance of any license by the commission, disgalfdees
earned or received by him or her as a result ofutilecensed
brokerage activity.

201 KAR 11:440. Personal assistant duties

RELATES TO: KRS 324.010(4), 324.030(6)
Section 1. A nonlicensed personal assistant, officeker, or clerical
worker shall not:
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Negotiate terms of a real estate transaction ot estate
brokerage agreement;

Complete offers or contracts relative to a readtestransaction;
Disclose information that is available to a reahtslicensee but
is not available to the general public;

Attend a real estate closing except to assistemsiee present at
the closing;

Access information which requires membership iniradustry
trade group if the supervising licensee is not anber of the
industry trade group;

Write or place advertisements without review bicarisee;
Express material opinions on any aspect of a rethte
transaction to anyone other than the supervisoanfiee;
Interpret real estate contractual terminology fibreos;
Represent to others that he has a real estatsdicen

(10) Perform any activity which requires a real estatense.
Section 2. A nonlicensed personal assistant, officeker, or clerical
worker may perform the following tasks:
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Distribute literature, serve refreshmentseegr guests, and
procure guest signatures on a sign-in book at am-tpuse,
without a supervising licensee present at the tperse if:
(@) The seller or lessor provides written consémt the
assistant to serve in this capacity; and
(b) The supervising licensee directs the assisimrgerve in
this capacity;
Provide the following general public infornmat to others
pursuant to KRS 324.030(6):
(&) Whether real estate is listed with the retdtescompany;
(b) Whether real estate is under contract withctirapany;
(c) Whether a real estate transaction has closed;
(d) The listing price of the real estate;
(e) Other information about the real estate if:
1. The information is provided in writing;
2. Disclosure is approved by the supervising keen
and
3. Disclosure does not violate the licensee’s didty
duties to his client;
Appear in advertisements and have his or laenenappear in
advertisements if the advertisement does not itelioa imply
the assistant has a real estate license;
Contact others to set appointments on beHatie supervising
licensee;
Receive confidential information from a consumaative to a
real estate transaction if the information is comioated only
to the supervising licensee;
Copy a key related to a real estate transactidhe direction of
the supervising licensee; or
Unlock real estate for any purpose relativethe real estate
transaction if:
(@) The supervising licensee receives the consetiite owner
or lessor;
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(b) The assistant answers no questions abouetiestate other
than as specifically allowed by this administratregulation
or statute; and

(c) The assistant does not show the real estaetmsumer.

Section 3. Supervision of a nonlicensed personalst@mt, office
worker, or clerical worker shall require:

@

@

©)

4

®)

A principal broker to assign supervision dsitfer each assistant
to at least one (1) licensee, which may be thecjpat broker, of
the company;

The principal broker to require all assistamtsking for a licensee
of the company to be informed of the requirementstiis
administrative regulation and the provisions of K&231.030;

A principal broker to establish a policy by ialn a supervising
licensee provides training for assistants in a reameasonably
adequate to ensure compliance with this adminiggraegulation;
A supervising licensee to provide reasonahlpesvision of
assistants in a manner which shall ensure comgiavith this
administrative regulation; and

A supervising licensee to be reasonably addlest assistants in
a manner which allows the assistant to contact landte the
licensee concerning pending transactions.

201 KAR 11:450. Broker management course

RELATES TO: KRS 324.046(1)(a)

Section 1. An applicant for a broker’s license kfigdt attend a three
(3) academic credit hour brokerage managemenssiallirse as part of
his or her twelve (12) hours of broker prelicendeaation real estate
courses pursuant to KRS 324.046(1)(a).

Section 2. The brokerage management skills colnaié s
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Satisfy three (3) hours of the applicant’slteeg(12) hours of real

estate courses required to become a broker;

Be a three (3) academic hour comprehensiveewewf all the

skills necessary to run a brokerage office in agance with:

(&) KRS Chapter 324;

(b) 201 KAR Chapter 11;

(c) Common law and federal law relatingealrestate; and

(d) The standards of practice for a retdtesbroker pertaining to
adequate supervision of all sales associatesaadfiliwith the
broker;

Require each student successfully completihg tourse to

develop a sample business plan, a sample finaptaal and an

office policy and procedure manual; and

Require submission of the projects listed ibsaction (3) of this

section within one (1) year of completion of theisawork;

(@) Require each successful student to takeorapoehensive,
closed-book examination consisting of at least sgvéve
(75) multiple choice questions and to pass the wét a
minimum score of seventy-five (75) percent.

(b) One (1) retake of the examination shalpermitted.

(c) The examination shall be submitted te tommission for
approval prior to use in the course.

(d) The commission shall review each preposxamination for
content to ensure that each course topic is covarddested.

(e) If certain areas are lacking, the cossioin shall issue
recommendations as to how to improve the examinatiad
shall allow the school thirty (30) days to resubrtlie
examination for approval.

Require schools and instructors to take appat®p steps to

maintain the confidentiality of the final examirats at all times.

These steps shall include:

(a) Maintaining examinations and answerskieya secure place
accessible only to the school administrator andrtsguctor,

(b) Prohibiting students from retaining @ of the final
examination answer sheets; and

(c) Monitoring the students at all timesemhexaminations are
being conducted.

Section 3. Instructors.



(1) An instructor teaching this course shall havdeast three (3)
years of previous experience within the past flpyears as a
Kentucky approved instructor of prelicense courses.

(2) Each instructor shall attend a commission-apgad training
program specifically designed for this course ptmrteaching
the course for the first time.

(3) All approved prelicense schools shall be redifvhen a training
program has been scheduled, and it shall be theoBsh
responsibility to notify any instructors that wish attend the
training program.

(4) Upon completion of the training course, thstinctor’s request
for approval shall be submitted to the commissmmnafpproval,
along with the course materials.

(5) The commission shall notify the provider amdtiuctor of its
decision in writing.

(6) In order to retain approval to teach this seuran instructor
shall attend all subsequent training programs thia¢
commission deems necessary based upon changeseirsdi
laws and administrative regulations.

Section 4. Course Approval.

(1) To obtain approval for the course, the schelwdll submit a
course syllabus which outlines the requirementsttier course
and other attachments, specifically:

(a) The time period over which the coursi be conducted
and a sample schedule of how course will be offered

(b) The course description and objectives;

(c) The attendance and participation requiéngts;

(d) When projects shall be due;

(e) When the final examination shall beduated;

(H The grading scale;

(g) The textbooks being used and how nwltevill be taught
in conjunction with completion of the projects, theal
exam;

(h) The name and contact information fazhemstructor who
will teach the course, subject to completion of tbguired
instructor training program;

(i) A copy of the final examination bankdaanswer key; and

() A copy of the mandated curriculum.

(2) Course approval may be withdrawn by the coriwis if the
instructor fails:

(a) To follow the prescribed outline;

(b) To require the students to develop mma business and
financial plan or a sample office policy and prosed
manual;

(c) To require the students to take ands gasomprehensive
examination and obtain a seventy-five (75) perqesds
rate; or

(d) To attend training programs requiredHsy commission.

(3) Any school whose course approval has beendwdthn may
apply to the commission for an opportunity to berde The
commission shall make a decision as to reinstatewmfecourse
approval.

Section 5. Monitoring.

(1) A school shall permit monitoring by the comsii or its
authorized representative.

(2) (a) A school shall submit, sample copies @ijgrts submitted
by students and graded by the instructor as amuetiah of
the course.

(b) If the instruction or content of theofacts is deficient, so
as to impair the value of the course, a noticeadictency
shall be issued to the school.

(c) The school shall be given an opportuni@ correct the
deficiency within thirty (30) days.

Section 6. Incorporation by Reference.

(1) "Brokerage Management Curriculum”, 09/07 editi is
incorporated by reference.

(2) This material may be inspected, copied, orioleid, subject to
applicable copyright law, at the Kentucky Real Esta
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Commission, 10200 Linn Station Road, Suite 201, iswlie
Kentucky 40223, Monday through Friday.

201 KAR 11:460 Minimum rating requirements for

instructors
RELATES TO: KRS 324.085
Section 1. All approved continuing education instors shall:

@
@
©)

Be approved by the Kentucky Real Estate Commisaiahbe in
compliance with the provisions of 201 KAR 11:175.

Enforce the Guidelines for Classroom Managemerdea®loped
by the Commission as part of the continuing edoogtirogram.
Comply with the Generally Accepted Principles ofuEation
(GAPE) developed by the Real Estate Educators Aatsoc and
adopted by the Kentucky Real Estate Commissiomastandard
for classroom presentation and incorporated byreafs in 201
KAR 11:450.

Section 2. Evaluation of Instructors
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Each continuing education provider shall distie a continuing
education instructor evaluation form to each stugen collect a
continuing education evaluation form from each shicht the end
of the course.

Within ten days of course conclusion, the seuprovider shall
deliver all continuing education instructor evaioatforms to the
commission education director.

If a course provider fails to submit all forrmsmpleted by students
and provided to the course provider, the commisgiay suspend
the course provider's approval.

All continuing education evaluation forms shia¢ reviewed by
the commission.

The commission education director shall reviglwe course
approval percentage rating for each instructor;

An eighty-five (85)% approval rating is recedrin the categories
of “instructor knowledge” and “instructor presemntat'.

The comments section of the continuing edooatevaluation
forms will be reviewed for other remarks concernitige
instructor’'s performance.

After a second rating lower than eighty-fivé885)%, the
commission will notify the instructor and the caainsrovider of
the deficiency.

The next class taught by the instructor shallmonitored by a
commission representative. The commission mosthatl submit
a recommendation to the commission as to whetteemstructor
should be allowed to continue to teach courses.

(10) Based on the recommendation of the moniter etraluation score

and the comments from the third class, a recomnismdwill be

made to the commission to:

(@) Take no further action;

(b) To suspend the approval of the instructor; or

(c) To place the instructor on probation pendirgyekialuation
and review of a future class.

(11) In the event the commission issues a probatjororder the

commission shall outline the length and terms efphobationary
period as well as the date of the class to be ot

(12) At the conclusion of the probationary peridde commission

education director shall recommend to the commissibether
the instructor’'s approval shall continue.

(13) The commission shall consider the educatiorrecttir's

recommendations and determine whether the insttacdpproval
shall continue or be removed.

(14) The commission shall notify the instructor ahé school of its

decision in writing.

(15) If probation has ended satisfactorily, theringtor’'s approval shall

be reinstated.

(16) If the commission determines that instructppraval shall be

suspended, the instructor shall not be allowed gach any
commission-approved education courses unless aplpris/
reinstated.



(17) In any class with ten (10) or fewer particifgsafor which the
instructor receives at least one (1) evaluatiomweighty-five
(85)%, the commission shall not consider the highad lowest
course approval percentage rating in order to engueater
accuracy in the rating.

(18) The annual recertification of instructors arwbntinuing
education courses shall include an in-depth revigwthe
evaluations completed by the students and thos@yimonitor
that may have been present for the class.

(19) (@) Any instructor who has been suspendedn fteaching
continuing education courses may apply for retestent
by:

1. Submitting an application for approval to the
commission;

2. If the deficiency is in presentation, the instar must
attend an instructor development workshop approved
by the commission upon request;

3. If the deficiency is in the subject matter, thstructor
must attend a prescribed number of credit houtsah
subject approved by the commission upon request;

4. Submitting proof of attendance at the requiraarse;

5. Providing written documentation of other stegisen
to improve the instructor’'s knowledge and skillsda

(b) After submission of the above documents andiciemation
by the commission, the commission shall approvdesy
the instructor’s request for reinstatement in issietion.

Section 3. Incorporation by Reference.

(1) The following material is incorporated by reference
(@) Guidelines for Classroom Management, October 2001;
(b) Continuing Education Instructor Evaluation Form tdber

2001.

(2) This material may be inspected, copied, or iobth subject to
applicable copyright law, at the Kentucky Real Esta
Commission, 10200 Linn Station Road, Suite 201, iswlie,
KY 40223, Monday through Friday, 8 a.m. to 4:3Mp.

371.010 Statute of frauds; Contracts tde written

-- No action shall be brought to charge any person:

(6) Upon any contract for the sale of real estateny lease thereof
for longer than one year;

(8) Upon any promise, agreement, or contractafoy commission
or compensation for the sale or lease of any rs@te or for
assisting another in the sale or lease of anyestate.

383.580 Security deposits

(1) All landlords of residential property requiring seity deposits
prior to occupancy shall be required to deposit taflant’s
security deposits in an account used only for pl@pose, in any
bank or other lending institution subject to regiola by the
Commonwealth of Kentucky or any agency of the U.S.
Government. Prospective tenants shall be inforrmédhe
location of the separate account and the accounbau

(2) Prior to tendering any consideration deemed to Ise@urity
deposit, the prospective tenant shall be presentéd a
comprehensive listing of any then-existing damagéehe unit
which would be the basis for a charge against theurity
deposit and the estimated dollar cost of repaisiagh damage.
The tenant shall have the right to inspect the mesto
ascertain the accuracy of such listing prior tarigloccupancy.
The landlord and the tenant shall sign the listinghich
signatures shall be conclusive evidence of theracguof such
listing, but shall not be construed to be conclesio latent
defects. If the tenant shall refuse to sign sustiniy, he shall
state specifically in writing the items on the list which he
dissents, and shall sign such statement of dissent.

(3) At the termination of occupancy, the landlord shiadipect the
premises and compile a comprehensive listing ofdamage to
the unit which is the basis for any charge agatihstsecurity
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deposit and the estimated dollar cost of repaigngh damage.
The tenant shall then have the right to inspect ftemises to
ascertain the accuracy of such listing. The lambénd the tenant
shall sign the listing, which signatures shall bendusive

evidence of the accuracy of such listing. If theant shall refuse
to sign such listing, he shall state specificatiyiriting the items
on the list to which he dissents, and shall sigthsstatement of
dissent.

No landlord shall be entitled to retain any portioha security
deposit if the security deposit was not depositedaiseparate
account as required by subsection (1) of this sectind if the

initial and final damage listings required by sutigms (2) and
(3) of this section are not provided.

A tenant who disputes the accuracy of the final agenlisting

given pursuant to subsection (3) of this sectiory rheing an

action in District Court. Tenant’s claim shall ited to those

items from which the tenant specifically dissentediccordance
with the provisions of subsection (3) of this saatior except as
otherwise provided, and if the tenant shall faisign the listing or
specifically dissent in accordance with subsect{@h of this

section, the tenant shall not be entitled to recargy damages
under this section.

In the event a tenant leaves not paying his lastthe rent and
does not demand a return of his deposit, the laddimay, after

thirty (30) days, remove the deposit from the aotcand apply
any such excess to the debt owing.

In the event the tenant leaves not owing rent aadnig any

refund due, the landlord shall send notificatiorthie last known
or reasonably determinable address, of the amduabny refund

due the tenant. In the event the landlord shallhaoe received a
response from the tenant within sixty (60) daysrirthe sending
of such notification, the landlord may remove tlepakit from the

account and retain it free from any claim of theat® or any

person claiming in his behalf.

207.250 Disclosure of HIV information in real estat

transaction prohibited

@

@

The fact that an occupant of real property is itddoor has been
infected with human immunodeficiency virus or diaged with
acquired human immunodeficiency syndrome is notteral fact
that shall be disclosed in a real estate transactio

No cause of action shall arise against an owneealfestate or his
agent, or any agent of a transferee of real prgdertfailure to
disclose to the transferee that an occupant of phaperty was
infected with human immunodeficiency virus or diaged with
acquired human immunodeficiency syndrome.

367.46951 Definitions for zero call list

@

“Telephone solicitation” means:
(@) A live or recorded communication sent by a telegham
message sent by a facsimile machine to a residiemiidpile,

or telephone paging device telephone number, imuduc

call made by an automatic dialing or recorded ngessa

device, for the purpose of:

1. Soliciting a sale of consumer goods or serviceferiolgy
an investment, business, or employment opportuoity,
offering a consumer loan to the person called;

2. Obtaining information that will or may be used tbe
solicitation of a sale of consumer goods or sesyitiee
offering of an investment, business, or employment
opportunity, or the offering of a consumer loanthe
person called;

3. Offering the person called a prize, gift, or angthelse
of value, if payment of money or other considerati®
required in order to receive the prize or gift, lirding
the purchase of other merchandise or services @r th
payment of any processing fees, delivery charges,
shipping and handling fees, or other fees or clrame



@

4. Offering the person called a prize, gift, or other
incentive to attend a sales presentation for coesum
goods or services, an investment or business
opportunity, or a consumer loan; or

(b) A live or recorded communication sent by a teleghon
facsimile machine, mobile telephone, or telephoaging
device in response to inquiries generated by ursted
notifications sent by the merchant to persons wiemot
previously purchased goods or services from thechaet

or telemarketer or who have not previously requkstedit

from the merchant, to a prospective purchaser & th

merchant or telemarketer represents or implies e t

recipient of the notification that any of the fallimg

applies:

1. That the recipient has in any manner been specially
selected to receive the notification or the offer
contained in the notification;

2. That the recipient will receive a prize or gift tlie
recipient calls the merchant or telemarketer; or

3. That if the recipient buys one (1) or more itenwnir
the merchant or telemarketer, the recipient witloal
receive additional or other items of the same or a
different type at no additional cost or for lesarththe
regular price of the items;

“Telephone solicitation” does not mean the follogzin
(a) A telephone call made in response to an expressesepf
a person called, unless the request was made damigpr
telephone solicitation;
A telephone call made to the debtor or a partyhte t
contract in connection with the payment or perfanoeof
an existing debt or contract, the payment or peréorce of
which has not been completed at the time of thie cal
A telephone call to any person with whom the telexeizr
or merchant has a prior or existing business meiatiip,
including but not limited to the solicitation of miwacts for
the maintenance or repair of items previously pasell
from the person making the solicitation or on whbebalf
the solicitation is made;

(d) A telephone call made by the following:

1. A merchant or telemarketer located in Kentucky to a
location outside of the Commonwealth of Kentucky;

2. A telephone call made by one (1) merchant to
=010 1 1]

(b)

(©

367.46955 Prohibited telephone solicitation acts dn
practices

It is a prohibited telephone solicitation act oagiice and a violation
of KRS 367.46951 to 367.46999 for any person makiriglephone
solicitation to engage in the following conduct . .

(15)

Making or causing to be made an unsolicitdepteone
solicitation call if the residential number for thelephone
appears in the current publication of the natioDal Not
Call registry maintained by the United States fati@rade
Commission;

40 KAR 2:075 Commonwealth of Kentucky zero call lis
... Section 2. Publication
(1) Quarterly publication schedule. The Zero CaistLshall be

@

published according to the following schedule:

(@) The first quarter shall be effective January 15#Ap4, and
it shall be published on December 15;

(b)

The second quarter shall be effective April 15-Jidy and
(©)
The fourth quarter shall be effective October 15uday

it shall be published on March 15;
The thrid quarter shall be effective July 15-Octobé, and
it shall be published on June 15; and
(d)
14, and it shall be published on September 15.
The Zero Call List shall be:
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(@) Available in accordance with Section 4 of this adistrative
regulation;

(b) Published on the Internet at website
www.kycall0.com;and

(c) Available in electronic and hard copy. A request &n

electronic or hard copy of the Zero Call List sh&ltjuire a

minimum of five (5) business days notice to thasion.

376.075 Engineers’, architects’, landscape architeg, real
estate brokers’ and land surveyors’ liens — When din not
required of real estate broker — Filing statement bamount
claimed
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Any professional engineer, licensed architect,néesl landscape
architect, real estate broker, or professional landreyor who
performs professional services or services as e@fim KRS
322.010(4) for professional engineers, KRS 323.38)10{or
architects, KRS 323A.010(3) for landscape archstedkRS
324.010(1) for real estate brokers, and KRS 32Z1m)0for
professional land surveyors shall have a lien om blilding,
structure, land, or project relative to which thervices were
performed, to secure the amount of the chargesdorices with
interests as provided in KRS 360.040 and costs.

The provisions of KRS 376.010(1) and (2) shall datee when a
lien created under this section shall take precesleover a
mortgage or other contract lien or bona fide coaneg for value
without notice.

No person who has not contracted directly with dlaer or his
agent shall acquire a lien under this section.

Any lien provided for under this section shall besdlved unless
the claimant, within six (6) months after he ceagegrovide
services, files in the office of the county clerktbe county in
which the property is situated a statement of tmewnt due the
claimant, with all just credits and setoffs knovenhim, together
with a description of the property intended to loeered by the
lien sufficiently accurate to identify it, the naméthe owner, if
known, and whether the services were furnisheddmgract with
the owner or with a contractor or architect. Tétetement shall be
subscribed and sworn to by the person claiminglidme or by
someone in his behalf.

Any lien created under this section shall be dissblunless an
action is brought to enforce the lien within twel{&2) months
from the day of filing the statement in the clerldffice as
required by subsection (4) of this section. If fien holder
complies with all filing requirements under thixsen, and does
so within the time fixed, his lien shall be valishca effective
against any creditor of, or bona fide or other paser from, the
owner of the property.

The provisions of this section shall in no way dfe or conflict
with the provisions of KRS 376.210 which provide fens on
public improvements, and any potential lien or ddien of a
professional engineer, architect, landscape awathireal estate
broker, or professional land surveyor on a pubipriovement
shall be governed by KRS 376.210.

No real estate broker shall acquire a lien underdéction relative
to newly constructed residential real estate untesspurchaser
has agreed in writing to directly compensate suobkdr for
performing brokerage services related to the tietisa

No real estate broker shall acquire a lien undsrdéction unless:
(@) The owner or the owner’s authorized agent:

1. Lists the subject property with the broker undee th
terms of a written agreement to sell, lease, oemwilse
convey any interest in the subject property; or

2. Agrees in a written agreement to pay the brokeeddr
his or her services as a buyer’s representative; an

(b) The broker or the broker’s affiliated sales asgecpovides
licensed services that result, during the term ofirdten
agreement described in paragraph (a) of this stibaedn

address



the procuring of a person or entity ready, willimgd able

to purchase, lease, or otherwise accept a conveyate

property or any interest in the property:

1. Upon terms contained in a written agreement
described in paragraph (a) of this subsection; or

2. Upon terms that are otherwise acceptable to theeown
or the owner’s authorized agent as evidenced by a
written agreement to convey any interest in the
property signed by the owner or owner’s authorized
agent.
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